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NATIONAL POLICY AND ISSUES 


JINGJI CANKAO COMMENTS ON ECONOMIC STUDIES 
Beijing JINGJI CANKAO in Chinese 4 Mar 86 p 6 


[Unattributed Article: "Marxist Economic Doctrine Has Great Vitality: New 
York's CHUNG BAO Criticized Our Economists for Swallowing Western Ideas Without 
Digesting Them" ] 


[Text] The article "Keep only the pertinent elements of Utilitarianism: A 
Discussion of the Proper Attitude Toward Economic Studies in China" published 
in the New York CHUNG BAO last December discussed certain issues in economic 
Studies in China today. 


The article says, some economists in China feel that because "Das Kapital" 
fails to provide “ready solutions" to today's problems, it has lost its 
"validity." From society's point of view, this way of looking at things seems 
to reflect the realist utilitarian mentality prevalent among some people in 
China today. From the point of view of academic research, obviously the lack 
of understanding of the continuous and evolutionary nature of western academic 
studies (including studies in Marxist theories) has led to an inability to 
adopt a “developmental” viewpoint toward Marxist theories. 


There have been significant developments in the theoretical studies of the 
contemporary western Marxist school of thought, especially during the past 
twenty or thirty years. In the United States, in Europe and in Latin America 
studies of contemporary trans-national corporations and global capital accumu- 
lation theories, world-system theory and inter-dependence theory, (these can 
be considered studies in “political economy,") are influenced directly or 
indirectly by Marxist methodology. The result of these studies show great 
insight into the imbalance in world economic developments and the "north-south 
problem" which are issues of great concern to China. Some Chinese theoreticians 
seem to fail to understand the development of western academic thought in these 
areas and impulsively declare that because "Das Kapital" or Marxism fail to 
provide “ready solutions" to today's problems, they have lost their "validity." 
This is as ridiculous as saying that Adam Smith's "Wealth of Nations" or 
Keynes’ “General Theory" fail to provide “ready solutions" to contemporary 
western economic problems and therefore have lost their “validity.” 


Will the “bold introduction" of Keynesian theories provide “ready solutions" for 
China's economic development? Keynes' best-known "The General Theory of 








Employment Interest and Money" created the theory of employment: it had its 
"validity" during the great depression of the 1930's, but it became imprac- 
ticable during the war years of the 1940's and the post-war 1950's. No 
economic theory is universally or permanently “valid." The main contribution 
of the great economists, Keynes as well as others, is not in providing those 
who make economic decisions with "valid" formulae, but rather it is in pro- 
viding economics with a set of new theoretical frameworks and analytical 
tools. In the case of Keynes this new theoretical framework was “macro- 
economics." 


Certain economists in China should be very selective as regards academic 
utilitarianism and monitor their tendency to swallow western ideas without 
understanding them. "Introducing" Friedman's monetary theory today, and 
"introducing" Keynes' consumption theory tomorrow makes as much sense as 
encouraging savings on the one hand and advocating consumption on the other. 
Today China should not only "introduce" Keynsian theories but also everything 
from the Adam Smith's 18th century microeconomics to all areas of contemporary 
western economics. Systematically studying the origin and the development of 
western economic thought will enable Chinese economics to become an "“indepen- 
dent science." At the same time integration of "orthodox" capitalist economics 
and studies in "political economy" will enable China to comprehensively grasp 
and discern the success and failures and the merits and flaws of capitalism 
worldwide, and thus it will also enable China to rely on the guidar:-e of 
economic theories to construct a "new socialist world." 





12986/12796 
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NATIONAL POLICY AND ISSUES 


REACTIONS TO MA DING ARTICLE ON ECONOMIC STUDIES 
New Ideas Encouraged 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 31 Mar 86 p l 


[Article by special correspondent Deng Weizhi [6772 0251 1807] and reporter 
Zheng Changan [6774 7022 1344] reporting from Beijing: "Theoretical Break- 
through is the Precursor of Reform: Bold and Free Exploration of New Ideas 

in Theoretical Studies is Necessary: Diverse reactions to Ma Ding's [7456 

0002] probing article on economic studies have attracted the attention of the 
academic theoreticians and the press; many feel that rash judgements based on 
abridged and distorted reports of opinions will stifle the academic atmosphere"|} 


[Text] For some time now the publication of Ma Ding's "The 10 Transformations 
In Our Nation's Economic Research Today" has caught the attention of the news 
publishers, the academic theoreticians and other interested parties. 


In Beijing the reporters learned that the Ma Ding article was first published 
in GONGREN RIBAO on 2 No.ember of last year. It was later translated into 
English and Japanese by BEIJING ZHOUBAO and excerpts were published on 9 December. 
(This paper carried the article on 3 March.) On 11 December, a Japanese news 
agency wired a dispatch from Beijing and two major Japanese newspapers soon 
published the article. However, the dispatch contained ideas not expressed in 
Ma Diug's original work: most significantly, it rzported that Ma Ding had 
suggested that "'Das Kapital’ and other Marxist classics have lost their 
validity," and that he had advocated "the bold adaptation of the works of 
Keynes and other contemporary western economics." In fact Ma Ding only said 
that “there are no ready answers in ‘Das Kapital'" to the question of how to 
set the socialist economy in motion smoothly, therefore "Chinese economists 
must proceed with live facts and create an economic science condusive to the 
construction of socialism." In regard to the second point in the Japanese 
dispatch, Ma Ding's article said that in essence “contemporary western eco- 
nomics is criide and nonscientific but it has rational and worthy components. 
We should be willing to scientifically and critically evaluate, analyze and 
learn from these valuable results of research and studies." 


On 19 December a Chinese newspaper in the U.S. published an editorial 
criticizing Ma's article. The editorial was based on the distorted Japanese 
news report and injected its own logic and reasoning in the Ma article. It 
also had some suggestions about economic studies in our country. Although 
the editorial viewpoints are debatable, we appreciate the concern for China's 
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economic research undertakings. This editorial was soon transmitted to this 
country. A news agency in Beijing reported on it without carefully checking 
the original text. The paper's headline said that the editorial "criticized 
our economists for swallowing western ideas without digesting them." (The 
editorial's own words were “urging those in Chinese economic circles to be 
more selective in adapting academic utilitarianism and guard against the 
tendency to swallow western ideas without understanding them.") The paper 
also announced in the headlines that the editorial declared that "Marxist 
economic doctrines have great vitality," but in fact such words never appeared 
in the editorial nor was there any such connotation. Subsequently several 
publications and individuals in our country have criticized and censured Ma 
Ding's article based on this distorted report. 


Because of these incidents the reporters have gone to Beijing to interview the 
concerned parties and the scholars and experts in the academic and theoretical 
circles. The consensus is that the 10 transformations discussed in the Ma 
Ding article are in fact the summary of the situation of our nation's economic 
studies and the trend of their developments since the restructuring of our 
economic system, and they are basically consistent with the actual situation. 
On the whole the article's basic viewpoints and its analysis of certain issues 
are relatively sound, and despite certain inadequacies it is nevertheless a 
good article. If we are serious and responsible, we should not neglect to 
read the original text nor should we base our reports on second- or third-hand 
information or twisted and distorted articles. To do that is not only unfair 
to Ma Ding but will stifle the academic atmosphere in Chinese economic circles. 


Those in academic circles point out that reform must be preceded by a theo- 
retical breakthrough. We must not casually label various opinions as 
"conservative" or "liberal." We should encourage bold and free exploration 
of new ideas and we should draw on collective wisdon and absorb all useful 
ideas in order to construct a socialism with chinese characteristics. 


Hu Qiaomu's Status Discussed 


Hong Kong MING PAU in Chinese 18 May 86 p 7 


[Article by Lu Jingren [0712 0079 0088]: "'Ma Ding Incident' A Heavy Blow to 
"Hu the "Authority"'"] 


[Text] In recent months the Chinese media have been nervous and restless as 
if a disaster were approaching. The controversy touched off by Ma Ding's 
article was a windfall for Hu and Co., the "theoretical authority" whose stock 
in trade is political labeling. Unfortunately the quality of his labels was 
so shoddy that his business was folded within days. The bos:, meanwhile, has 
sneaked off to Hangzhou for a "rest." 


The leading character in the "Ma Ding incident" is a 29-year-old philosophy 
instructor at Nanjing University, Song Longxiang [1345 7893 4382]. He has 
written an article titled "Ten Major Changes in Contemporary Chinese Economic 
Research" which was published in Beijing's GONGREN RIBAO under the pseudoriym, 
Ma Ding. After its appearance on 2 November last year, BETJING ZHOUBAO 











reprinted it in five languages--English, Japanese, German, French and 
Spanish--on 9 December. In reprinting the article, Japan's ASAHI SHIMBUN and 
KEIZAI SHIMBUN read more into the piece than the writer intended by suggesting 
that in Ma Ding's opinion, "such Marxist classics as 'Capital' have lost their 
applicability" and that "Ma Ding advocates the bold adoption of the 
achievements of modern Western economics." Ten days later, ZHONG BAO in New 
York attacked Ma Ding's article in its editorial. 


To everybody's surprise, what began as a legitimate discourse within China's 
theoretical circles snowballed into an international affair. Hu, the 
"authority" saw his golden chance: he pondered awhile and came up with a 
brilliant idea. Immediately he ordered the domestic press to reprint the 
ZHONG BAO editorial in the hope that domestic opinion would turn against Ma 
Ding en masse. Not one to question orders, JICAN CANKAO in Beijing printed 
excerpts from the editorial and noted in its headline that the editorial 
criticized certain Chinese economists for "embracing Western learning without 
really understanding it." Some authorities in the Chinese press, (including 
Hu the “authority,") instantly jumped into the fray, echoing one another in 
chastening the theoretical circles in China for "embracing Western learning 


withcut really understanding it," and penned an avalanche of articles critical 
of Ma Ding. 


Hu the "authority" went further by using against Ma Ding his ultimate deadly 
weapon--the label of "bourgeois liberalization." At the same time, he wrote a 
memo to Premier Zhao Ziyang in which he falsely charged that "some people are 
engaging in bourgeois liberalization in the economic field." Hopefully he 
waited for an official response from above, confident that with the premier's 
backing, he could soon send Ma Ding to the dock. Contrary to his. hopes, 
however, Premier Zhao Ziyang wrote this instruction on his memo, "We need to 
take an extremely cautious attitude in determining the nature of this kind of 
issue. Indiscriminate political name-calling in academic discussions must be 
avoided at all costs." Hu the "authority" took his memo and the premier's 
comments to the secretariat of the CPC Central Committee. General Secretary 
Hu Yaobang wrote, "I agree with Comrade Ziyang." This unexpected blow sent 
the "authority" reeling; he was devastated. 


As the incident ran its course over several months, Hu the "authority" was 
forced to shift his position from offensive to defensive. But misfortunes did 
not come to him singly: It turned out that he also had an unworthy son. 
During the time when his son was taken into custody by the public security 
bureau and was under investigation, he rebuked him in a typical leftist 
manner, "I loath two people most in my life. One is Jiang Jieshi, the other 
is my son." How clear a line did he draw between personal feelings and public 
duty. That lasted until 7 March when his son was formally arrested. He then 
declared, "I do not believe my son is that bad." He certainly played his dual 
role superbly! 


Only when things got this bad did Hu the "authority" realize the beleaguered 
position he was in. At that point the "real No 1" spoke, "Do not write any 
more rubbish. Why, you failed to teach you own son, how then can you expect 
to teach others?" So a dejected Hu went south to Hangzhou, supposedly for a 
"rest." 








On 2 April, Sharghai WENHUI BAO carried an article written by Deng Weizhi 
[6772 0251 1807] based on Zhao Ziyang's written comments. It offered this 
clear definition, "Bourgeois liberalization is a political concept. It means 
opposing party leadership, rejecting the socialist system and following the 
cepitalist road." "Thoughtlessly criticizing theoretical liberalization 
violates the principle of the spontaneous development of scholarship." Later 
Hu Sheng [5170 4939] also said, "Academic discussion knows no bounds." Such 
notables as Zhu Houze [2612 0624 3419] and Li Honglin [2621 3163 2651] too 
criticized the "authority" on name-calling without naming him. 


Speaking of "bourgeois liberalization," we caunot but remember the short-lived 
"anti-spiritual pollution" campaign a few years ago. Since then the label of 
"bourgeois liberalization" has been slapped on many people. Wang Ruoshui 
(3769 5387 3055] and Liu Binyan [0491 6333 7159], for instance, have been so 
labeled by Hu the "authority" who characterized them as "representatives of 
bourgeois liberalization." For a while, Hu the "authority" indulged in an 
orgy of name-calling, labeling anyone not to his liking. Now that is over at 
long last. Finally people have the courage to clearly define "hourgeois 


liberalization." It is time that those "comrades" who were mislabeled for 
years had their names cleared. 


It has had a stormy passage, but the "Ma Ding incident" has finally been 
resolved satisfactorily and Song Longxiang's article is now generally 
recognized as a fine piece of work. But much remains to ve done if we are to 
nurture an environment where scholarship can flourish because there seems to 
be more than one name-caller. 


1252 ; 
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NATIONAL POLICY AND ISSUES 


JOURNAL ON SHARED OWNERSHIP IN STATE ECONOMY 
HX181236 Beijing JINGJI YANJIU in Chinese 20 May 86 pp 64, 67 


[Article by Han Jianfang [7281 1696 2455] of Henan University Economic Institute: 
"Transfer State Economy Into S1ared Ownership: Its Macroeconomic Effect and 
Coupling Conditions--written in January 1986] 


[Text] The introduction of shared ownership in state enterprises is an optional 
goal. But what sort of operational system does this require? What effects will 
this system produce on the nationai. economy? What are the necessary coupling 
conditions? These questions have to be studied. 


The Effect of Introduction of Shared Ownership in State Enterprises on 
Economic Restructuring 


The introduction of «hared ownership in state enterprises involves such major 
issues as ownership, management methods and distribution relations, and its 
practice will inevitably touch off tremendous changes in the socioeconomic 
system and produce effects that cannot be ignored in the on-going reform of 
the national economy. 


1) The full transfer into shared ownership would present complications to the 
on-going work of substituting tax payments for profit deli,ery. Once shared 
ownership is introduced in enterprises, distribution between the state and the 
enterprises can no longer be based simply on taxation as part of the profits 
will be directly distributed to the state in the form of dividends. Would 
this not mean that shared ownership runs counter to the switch from profit 
delivery to tax payments? 


I think that the introduct‘.on of shared ownership in state enterprises not only 
does not run counter to the direction of the reform to substitute profit 
delivery with tax payments, but that it is only with shared ownership that 
problems remaining unsolved after the switch from profit delivery to tax 
payment can be solved. The biggest problem in distribution prior to the switch 
was that enterprises were eating from the "big pot" of the state because the 
relationship between the enterprises and the state was ambiguous and duties 
were not clearly defined. The purpose of substituting tax paymenis for profit 











delivery is to fix the relationship between the enterprises and the state 

by laws and decrees so that the enterprises can carry out their business 
activities and discharge their obligations with a clear idea of where their 
authority and responsibility lie. However, the switch from profit delivery 
to tax payments can only answer the question of whether or not the relation- 
ship between the state and the enterprises should be defined in clear-cut 
terms; it cannot solve the problem of how quantitative interests should be 
properly divided between the two, 


First, under the condition where the state owns the fixed assets of enter- 
prises, the separation of ownership from the power of operation objectively 
requires fixed representatives from both sides. At present, directors are 
representatives of the operators. Who, then, represents enterprise 
ownership? If it is represented by competent departments at the higher level, 
after the abolition of profit delivery the competent departments no longer 
have the responsibility or the enthusiasm to care about state revenue. If 
tax departments are to exercise the power of ownership over the enterprises 
on behalf of the state, the interests of the state and the enterprises will 
be caught in the dilemma of one growing as the other declines, with the two 
parties being locked in endless bickering over tax types and tax rates. It 
is still very hard to fix a quantitative criterion on the share of an 
enterprise's total income due to the state and the enterprise itself. 


Second, there are several hundred thousand enterprises owned by the whole 
people throughout the country. These enterprises are of numerous categories, 
varying technical levels and vastly different scales. Moreover, the price 
system is still not reasonable and there are constant changes in the variables 
of enterprises in economic activities. This objectively calls for the estab- 
lishment of a highly flexible, adaptable and rational mechanism of distribution. 
Under existing technical conditions, it is far beyond the capability of tax 
departments to keep track of hundreds of thousands of vastly cifferent 
enterprises simply by means of a unified set of tax kinds and tax rates. 


Third, the switch from profit delivery to tax payments mainly concerns the 
distribution of actual interests between the state and the enterprises and 
does not afford an effective mechanism for inciting the two to strive for 
long-term interests. Because the properties of enterprises unconditionally 
belong to the state, the operators will feel reluctant to spend their own 
funds on technical transformation and on expanding xeproduction, because 
this will mean that the net income of the enterprises will change hands. If 
the hundreds of thousands of enterprises owned by the whole people do not 
actively accumulate funds for their own needs and do not show concern for 
their own development, or simply ask the higher authorities to finance their 
technical transformation expanded reproduction, the financial burdens of the 
state will increase. The enterprises, on the other hand, will not be truly 
invigorated. 














If shared ownership is introduced and the state partakes in part of the 
distribution as a shareholder, the question of fixing a quantitative criterion 
for the division of interests between the state and the enterprises can be 
rationally resolved. At the same time, by integrating the interests of the 
state and the enterprises, the contradiction between the two where a rise in one 
means a fall in the other can be eliminated. The fact that the state is made a 
shareholder makes this system of distribution one thac is by no means 
indeterminate. This is fundamentally difiterent from the state of ambiguity in 
the relationship between the state and the enterprises prior to the switch 

from profit delivery to profit payments. It can thus be seen that the transfer 
to shared ownership in state enterprises is conducive to the shaping of a 
flexible, adaptable and rational distribution mechanism. It does not run 
counter to the direction of the switch from profit delivery to tax payments. 
Rather, it has unfurled before us the blueprints for a higher-level distribution 
mechanism after the switch to tax payments. 


2) The transfer to shared ownership in state enterprises would also involve 
the question of the functions of the government. When shared ownership is 
introduced in state enterprises, who is to exercise the shareholder's rights 
of the state? If the government takes on this function, it implies that the 
government will be playing a dual role: On the one hand it is the general 
administrator of the national economy; on the other hand, as a shareholder, 

it must also directly administer the assets of the state. Does this not run 
counter to the direction of structural reform, that is "simpler administration 
and decentralization" and "government administration means to serve." 


A basic fact before us is that the state economy is the leading factor in the 
national economy. The development of this situation has profound and necessary 
historical conditions and conforms with the requirements of the long-term 

trend of development of the productive forces. The focal point of our reform 
of the economic structure is a question of not whether or not we should do 

away with the state economy, but one of how the state economic should be 
managed. In my opinion: 


1. With the state economy playing the leading role, the objective existence 

of state ownership determines that the government cannot merely function as 

the administrator, arbitrator, and coordinator of the national economy and 
carry out control and provide public service the same way as do the traffic 
police. In a situation where there is no separate organ to handle state 
ownership, the non-administrative functions of the government as the undertaker 
of state ownership in addition to the above-mentioned functions cannot in 

fact be relieved. 


2. At the present stage, we have begun to realize the necessity of "separating 
goveriument and enterprise functions" and handing down to the enterprises 

the power of operation. But what place should we assign to ownership? If 

we lump together ownership with the functions of the government in carrying 

out day-to-day management of the national economy in a sweeping manner, it 











will be impossible to find embodiment of state ownership of enterprises in 

the inherent mechanism of mutual dependence with the operators, and the 
government will have to resort to administrative means to continuously 

bring pressure to bear on the enterprises and to define and restrict their 
operational scope. In this way, [words indistinct] in working for the interests 
of the state, will be weakening the autonomy of the enterprises. 


3. The above situation serves to show that a rational economic structure 
requires more than just the separation of government and enterprise functions 
and of macroeconomic management and microeconomic activities. What it 

in fact calls for is the evolution of the highly centralized and unified 
Management structure into a diversified structure encompassing the day-to-day 
management of the national economy, state ownership, and the power of operation 
of enterprises. Only in this way can the full mutual complement of relation- 
ships be guaranteed and a good mechanism with smooth functions formed. Thus, 
state ownership should be separated from the day-to-day management functions 
of the government and take a relatively independent organizational form that 
stands as the antithesis of operation of enterprises. 


In the system of shared ownership, state ownership takes on a capacity completely 
different from the day-to-day management functions of the government because 

it is clearly manifested as share equity. State ownership in the form of 
shares can be closely linked with the business activities of the enterprises 
and thus form a good mechanism: 1) The state will give the enterprises a freer 
hand in running business if it wants to yield more revenue from its share 
equity. 2) The enterprises will pay more attention to long-term interests, 
redouble their efforts to expand reproduction and carry out technical trans- 
formation and continuously seek self-development in order to enlarge their 
shares. 3) In order to increase revenue from their share equity, the enter- 
prises will more fully exploit their enthusiasm in production, try by all ways 
and means to expand the market and raise labor productivity. At the same time, 
state revenue from share equity will also increase. Thus, the interests of 

the state and the enterprises are integrated. 4) The separation of state 
ownership from the day-to-day management functions of the government eliminates 
many of the indeterminate factors in the day-to-day management of the national 
economy and creates the necessary conditions for the government to effectively 
manage the national economy and provide services. It can thus be seen that 

the transfer to shared ownership not only does not run counter to the direction 
of “simpler administration and decentration" and "government administration 
means to serve," but precisely embodies the requirements of this trend. 


3) Will the decisionmaking power of the board of directors under the system 
of shared ownership hinder the process of "invigorating enterprises" and 
"implementing the system under which a director or manager assumes full 
responsibility?" To answer this question, it is necessary to briefly review 
the transformation in the modes of management of state enterprises. 


1. Before the structural reform, the functions of administrative organs were 
not separated from those of enterprises, which in fact became appendages of 
administrative organs. Because enterprises did not have management autonomy, 
they lost the vitality they ought to have had. 
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2. Since the reform of the economic structure, a new kind of relationship 
between the enterprises and the state has been initially established, and 
enterprises have, in principle, become relatively independent economic 
entities with certain management autonomy. However, full autonomy for enter- 
prises is still not realized because a series of problems yet remained 
unsolved. This is particularly true of the personnel system. The responsible 
persons of enterprises are still appointed by the higher authorities and they 
still retain the capacity of administrative officials and still communicate 
vertically with the competent departments as juniors do to their seniors. 
Because the subordination of enterprises to administrative organs is not 
eradicated, some enterprises only assume responsibility for profits and 

shirk responsibility in the event of losses. 


3. Once the state becomes a shareholder and organs like the board of directors 
which represent the interests of shareholders are established, a new and good 
mechanism will take shape. In this mechanism, the board of directors may 
widely recruit trained personnel and form a competent managerial body through 
the system of appointment. With the managers answerable only to the board of 
directors, the subordination of enterprises to administrative organs will 

be cut off. A managerial body like this will be capable of boldly conducting 
business activities. This means that the vitality of the enterprises concerned 
can be fully aroused. Good relations which are at once mutually conditioning 
and mutually promoting will also be established between ownership and the power 
of operation. It is therefore possible to effect a fundamental change in the 
hitherto situation where ownership was laid aside and neglected, with no one 
assuming specific responsibility, thus holding the enterprises back. Hence, 
shared ownership not only does not run counter to the direction of the reform 
to invigorate enterprises, but will effectively promote the realization of this 
goa_, 


Judging from the above three aspects, we can see that there do not exist any 
substantial contradictions between shared ownership in state enterprises, which 
reflects the trend toward better order, precision and the forming of antithesis 
in economic relations, and various measures in the reform of the economic 
structure. The implementation of the shared ownership system is bound to bring 
about better prospects of effeczive coordination in our economic structure. 


Coupling Conditions for Shared Ownership in State Enterprises 


The ample ‘ustifications of shared ownership in state enterprises as a gcal to 
strive for cannot answer the question of whether or not it is feasible in reality. 
This is precisely where the crux of the whole issue lies. It is quite obvious 
that the transfer to shared ownership in state enterprises will touch off a 
series of major changes in the national economic system. The practice of shared 
ownership is in fact a formidable project of systems eugineering. Its 
feasibility not only depends on its strong justifications as a goal, but depends 
on how much we have to pay to achieve this goal. In specific terms, the full 
introduction of shared ownership requires the whole socioeconomic system to 
couple with it. 
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The full implementation of shared ownership is bound to require a major 
readjustment in the organizational system of the social economy. 


l. There must be a corresponding share equity management structure and a 
stock market. In order to prevent share speculation and fraud, there must 
be a wel!-conceived system and laws and regulations. 


2. The presence of shareholders’ meetings, the board of directors and 
managerial groups not appointed by administrative means, which gives those 
who represent ownership and the power of operation legal person status, makes 
it necessary to establish sound economic regulations and decrees to define 
their functions and powers and to supervise and control their activities. 
There must also be a very sound legal arbitration system. 


3. With the severing of rectilineal links between the enterprises and the 
administrative organs following the transfer to shared ownership, the scope 

of direct government control over the national economy will be greatly reduced. 
How are we going to guarantee the development of the national economy in a 
planned and proportionate way? This not only requires us to raise the technical 
means and capability of planning and management departments to a new level, 

but requires changes in the planning and management systems. Planning should 
gradually be separated from management and should increasingly find expression 
in the form of economic legislation. The day-to-day management of the national 
economy by the government will be simplified, and the entire national economy 
will make the transition from unified government control to an economy that 
functions within a legal institution. 


4. Because the universal practice of shared ownership invariably required an 
open capital market, the administrative role of existing banks in monopolizing 
financial operations will be shaken. The massive inflow of social capital into 
the stock market will force the banks to float their interest rates, drawing 
them into the orbit of competition. Banks will be impelled to better them- 
selves as enterprises, and local banks with independent accounting will 
officially become legal persons and taxpayers. This will inevitably make it 
necessary to carry out major reshuffling in the financial structure--forcing 
the banks to penetrate into the industrial sector through buying shares and 
other forms and making economic regulation and control serve financial needs. 
Meanwhile, these changes will place still higher demands on the macroeconomic 
management and control of the national economy. 


5. After the transfer to shared ownership in state enterprises, what form 
should the independent state ownership assume? Objectively, it requires 

the setting up of organizations like "state consortiums” to assume overall 
responsibility over state assets and share equities, manage state revenue from 
shares and assets throughout the year, and make decisions concerning the 
disbursement of state property and revenue, the direction and amounts of 
investment, and the transfer or buying of shares. With this form, the contra- 
dictions between the public ownership system and the unified market can be 
readily resolved. At the same time, because "state consortiums" are at once 
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the biggest commodity producers and “big companies" with well-conceived plans, 
they provide the most appropriate form for the organic integration of the 
commodity economy and the planned economy. Their coming into being may lead 
to a satisfactory resolution of the long-standing contradictions between 
planning and the market. The setting up of “state consortiums," "local 
consortiums" and the like and other supporting reforms suggest that more major 
changes in the economic structure are yet to come. 


If “state consortiums" are made fully reponsible for state property and share 
equities, state revenue will be divided into two parts: Government revenue and 
property income. This will bring about fundamental changes in the state 
financial structure. The biggest question is: What capacity should "state 
consortiums" and "local consortiums" assume? Administrative organs or tax- 
payers? If they are administrative organs, state revenue from properties and 
share equities will not be taxable, and share equities in the hands of the 
state will become special equities different from those of enterprises and 
individuals. This will seriously jeopardize the equal-opportunity environment 
needed for normal economic activities. On the other hand, if state revenue 
from properties and share equities are not taxable, should that of the local 
governments be taxable? Should the property and share equity revenue of local 
governments from inter-regional operations be taxed in the localities con- 
cerned? If such revenue is not taxable, then the system of shared ownership 
itself will be jeopardized. Obviously the “state consortiums" and "local 
consortiums" can only assume the capacity of taxpayers. But this will result 
in the government taxing the state and also itself. In the long run, however, 
this not only will not lead to muddled relations and repetitive and over- 
elaborate procedures, but will bring about a new situation where the organiza- 
tional structure is well ordered and is characterized by rational relationships 
and clearcut responsibilities. 


In summary, the clear delineation of ownership and the introduction of shared 
ownership in state enterprises are both very necessary for making China's 
economic operating mechanism more reasonable and effective. The transformation 
of our economic structure is bowid to generate the need to transform the 
structure of ownership. The system of shared ownership embodies this need and 
therefore is the trend of the times. However, the coupling conditions required 
by the shared ownership system are by no means localized. They are major 
changes involving the whole situation. Some of the conditions may present 
themselves in the near future. But some of the other conditions require 

changes of very great magnitude and scope, and the time is not yet ripe for 

such enormous changes in the immediate future. Thus, we should be prudent 

about the full transfer to shared ownership. At the present stage, what we 

need to do is to strengthen and make perfect what has already been accomplished 
in the economic restructuring and actively create conditions for the transfe: tc 
shared ownership. At the same time, we may experiment with the system of shared 
ownership in state enterprises on a small scale with a view to accumulating data 
and experience for the transfer to shared ownership in the future, and formulate 
a practical, well-conceived, and progressive systems engineering plan for the 
transfer of state enterprises to shared ownership. The transfer to shared owner- 
ship is a measure of reform that effects the whole situation and should only be 
truly put to work when conditions are relatively ripe. 


/8309 
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JPRS-CEA-80+094 
12 August 198C 


SCONOMIC PLANNING 


FUTURE COMMERCIAL DEVELOPMENTS IN SICHUAN DISCUSSED 
Chengdu SICHUAN RIBAO in Chinese 11 Apr 86 p 2 


[Article by the Provincial Department of Commerce Planning Affairs Office: 
"Vigorously Accelerate Production of Consumer Goods, Adapt to Various 
Market Demands--An Analysis and Forecast of Sichuan's Commercial Development 
Goals During the Seventh 5-year Plan"] 


[Text] During the Seventh 5-Year Plan, Sichuan's town and village markets 

will be facing new situations, according to our analysis and forecasts and data 
from departments concerned. Incomes of town and village residents will increase 
Significantly, there will be an obvious improvement in the people's daily 
necessities and living environments and housing conditions. With their funda- 
mental needs taken care of, most people will gradually become comparatively 
well-off. During the Seventh 5-Year Plan, consumption of city and town resi- 
dents in Sichuan should become more diversified and rural resident consumption 
more urbanized. Food, clothing, appliances and shelter commodity consumption 
will increase substantially. Viewed from the demands for consumption commod- 
ities, there will be more emphasis on the selection of types, designs and 
colors, patterns, and decor, as well as increased demands for more "famous 
brand, superior quality, new and beautiful" commodities to be put on the 
market. 


Based on the market characteristics and commercial department functions stated 
above, the goals of Sichuan's development during the Seventh 5-Year Plan are: 
in the first 2 years, make substantial improvements in the supply of nonstaple 
foods and small daily necessity commodities, and bring a comparable stability 
in prices and an initial turn for better quality of service. In the last 3 
years, enable market supply to be abundant and flourishing, prices basically 
rational and orderly, and service quality fundamentally better so that it will 
be more convenient whenever the magses buy anything or need services. Regard- 
ing the scope of commodity circulation, it is anticipated that by 1990, the 
average annual increase in Sichuan's total value of retail sales of social 
commodities will increase 7.6 percent, slightly higher than the range of 
increase for gross industrial and agricultural output value. The average 
annual increase of the total sales value of state-run commercial enterprises 
will increase 4.8 percent, lower than that of the total value of retail sales 
of social commodities. The average annual increase in turnover for Sichuan's 
food and beverage industry will increase 7.1 percent. 
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To realize these objectives, overall plans must be made with all factors taken 
into consideration and appropriate measures taken. Proceeding ‘rom continually 
satisfying the needs of the people, it is necessary to accelerate and guide 
industrial departments to vigorously develop consumer goods, and rationally 
readjust the structure of production. And while continuing to emphasize the 
production of daily necessities such as clothing and food, [the province 

must], at the same time vigorously develop production of a rich variety of 
consumer goods that are aimed at improving the quality of consumer consumption, 
endeavor to increase production of superior quality, name brand, high grade, 
new style products, and blaze new trails of consumption in the following areas: 


1. Food. Under the premise of guaranteeing supply of basic foods such as 
grains, oils, vegetables and sugar, switch key emphasis to adjusting the food 
structure, enhancing levels of nutrition and strengthening physical fitness, 
thus meeting the people's requirements for nutritional care, convenience and 
hygiere. During the Seventh 5-Year Plan, the supply of meat, eggs, poultry 
aquatic products, vegetables and fruit will be improved. Emphasis will be 

on developing supplies of fast foods, nutritious foods and healthful beverages. 
In food sale there will be emphasis on the cuts, grading, individual sele::tion, 
small packaging and small specifications to satisfy various requirements. The 
average per capita consumption of pork will have risen from 35 jin in 1985 to 
40 jin in 1990 and that of sugar from 7.8 jin to 10 jin in the same time frame. 
At present, Sichuan is less than half self-sufficiency in edible sugar, but 
efforts will be made to greatly increase this level during the Seventh 5-Year 
Plan. 


2. Appliances. First guarantee supply of basic daily necessities for people 
in towns and villages, and at the same time actively develop undertakings in 
middle and high grade durable consumer goods and new products. During the 
Seventh 5-Year Plan, demand for the “old three big articles" in cities and 
the countryside will increase, with the extent of increase larger in rural 
areas than in the cities. The market for home appliances such as televisions 
and refrigerators will have been well developed with sales volumes distinctly 
increasing. The forecast for social ownership per 100 households by 1990 
throughout the entire province is that there will be 55 bicycles, up from 27 
in 1985; 23 sewing machines, up from 15; 34 wristwatches (per 100 persons), 
up from 22; 28 electric fans, up from 14; 35 television sets, up from 13; 12 
radio cassette recorders, up from 5; 20 washing machines, up from 4; and 4 
refrigerators, up from l. 


3. Clothin,. Equal emphasis will be placed on pure cotton and chemical fiber 
clothing, with the main thrust on development of fashion items with matching 
accessories. Due to a lack of wool resources, Sichuan will strive to develop 
supplies of new varieties of pure cotton and blended fabrics. By 1990, the 
per capita consumption level of pure cotton, blended fabrics and chemical 
fibers will increase to 35 shi chi [1579 1439] from 30 shi chi in 1985, and 
for all types of ready made clothing, to 1 piece, from 0.5 pieces in 1985. 
Production of nylon, silks and satins, and shoes, headgear and hosiery and 
other such commodities will also be accelerated and guided and undertakings 
expanded. 
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4. Shelter. The build up of and services in accessories for interiors will 
be emphasized. During the Seventh 5-Year Plan, there will be put into 
practice the filling of homes with commodities. Demand for decorative 
materials and new building materials to beautify homes and improve surround- 
ings will increase markedly. Supplies of sets of furniture, kitchen ware, and 
synthetic fiber rugs will be expanded, and supplies of sanitary items, lamps 
and other decorative materials and fabric for interior decoration will be 
made to keep pace with this expansion. 


5. Transportation. Priority will be given to development of name brand 
bicycles, motorcycles, and small car undertakings, and to a good job done of 
supplying parts and components. Production and supply of new models of multi- 
function and multispeed high grade bicycles will be accelerated. 


12888/12795 
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ECONOMIC MANAGEMENT 


LI PENG ON REFORM OF CAPITAL CONSTRUCTION MANAGEMENT 


Beijing ZHONGGUO JINGJI TIZHI GAIGE [CHINA'S ECONOMIC SYSTEMS REFORM] in 
Chinese No 2, 23 Feb 86 pp 3-7 


[Article by Li Peng: "Strengthen Macroeconomic Control, Do a Good Job in 
the Reform of the Construction Industry and the Management System of 
Capital Construction"; originally a speech delivered at the National 
Conference on the Reform of Capital Construction Management and later 
revised by the author for publication] 


[Text] The frontline of capital construction is a very important one. The 
development of China's national economy and the goal of quadrupling the 

GVIAO rely on: 1) intensive expanded reproduction, the maximization of 
enterprise potential and technological reform; 2) extensive expanded 
reproduction, engaging in capital construction, and adding new productive 
capabilities. Some of the maximization and reform belongs to the category 

of increase of productive capacity and shares in the nature of capital 
construction. Capital construction and expanded reproduction are decisive 
factors in the development of China's forces of production. Since the 
establishment of the PRC, capital construction has surpassed that of any 
other historical period in China. Progress has been particularly rapid 

since the 3d Plenum of the llth CPC Central Committee, and reform of 

capital construction began early. We should seriously review our experiences 
and constantly improve our work to ensure that the reform of the construction 
industry and capital construction will develop and progress even more 
healthily. 


I. Macroeconomic Control Over Capital Construction Primarily Entails Control 
Over the Overall Scope of Capital Construction 


Accumulation and cousumption have an important proportionate relationship 
within China's national economy. This ratio must definitely be appropriate. 
First, we must eat; second we must build. This requires the correct 
disposition of the relationship between the two. If we eat too well, 

then there will be no money for construction. If we build too much, then 

it will have a nega\:ive effect on living standards. Based on long years 

of experience, it is clear that in order to attain a fairly rapid pace 

of development, it will not do for accumulation to be too small, but too 
large is also unsatisfactory. Some people feel that it generally should 

be lower than 30 percent, a figure which includes capital construction 











projects of the central authorities, localities and self-raised funds 
projects. Another part should belong to society, such as rural construction. 
In recent years, peasants have built approximately 600 million square meters 
of housing, while building many township and town enterprises at the same 
time. Some of the peasant homes are constructed of brick and wood, while 
others require reinforced steel concrete. Some building materials used 

in the countryside are produced by the peasants themselves, such as bricks, 
tiles, sand, and stone, but materials such as reinforced concrete must 

be obtained from outside, and are part of gross social production. Therefore, 
it would be wrong to totally exclude rural civilian construction and township 
and town enterprise construction from the category of capital construction 
and to inappropriately calculate needed materials based on this consideration. 
In the history of construction in China, we have had very profound lessons 
on how to regulate the scope of capital construction. On several occasions 
we experienced the problem of an overly large scope: once was in the Great 
Leap Forward of 1958; another was during the "Great Proletarian Cultural 
Revolution"; yet another was from 1977 to 1978. In each case the scope 

of capital construction was too large, causing many projects to discontinue 
due to our inability to complete them, leading to great losses. In recent 
years we have been controlling the scope of capital construction each year 
and have held many conferences on cutting back construction. We have 
accepted the historical lesson and reduced the scope of capital construction, 
but we have done this without applying a unitary standard or braking hard 

to a stop. An effect of sudden braking might be putting an end to some 
projects that could soon bring in beneficial results. Therefore, we are 
applying the brakes gradually. We have slowed down the pace of capital 
construction for 1985, maintaining it at the 1985 level. This problem 
merits the attention of all provinces, cities and sectors, including all 
planning and urban construction departments at all levels. If we fail to 
control macroeconomically the scope of capital construction and continue 

as before, pushing to initiate projects which clearly lack the necessary 
conditions, dealing with the consequences later, or "going fishing"-- 

that is, beginning at a minimal level then inflating demands once a project 
has begun--the scope of capital construction will become unwieldy, leading 
to, in the end, yet another major reorganization at a great loss. We hope 
that each province, autonomous region, municipality under the jurisdiction 
of the central government, and department will genuinely proceed according 
to the plan and maintain a rationrl pace for capital construction. If not, 
we will not be able to maximize tne positive effects of reform work in the 
construction industry and capital construction, such as replacing central 
allocations with credit, public bidding, creating systems of economic 
responsibility, and so on, 


II. Continue the Reform of the Construction Industry and the Capital 
Construction Management System 


It ought to be said that the series of reforms we conducted of the construction 
industry and capital construction were successful. The core of the reform 

was arousing the enthusiasm of the vast ranks of workers, technicians, and 
cadres in construction enterprises and units and, planning units for socialist 
construction, “urning capital construction toward the goal of increasing 
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economic results. We cannot ome-sidely strive after quantity and increasing 
enterprise revenue while ignoring quality and consumer convenience during 
production and utilization. A standard is necessary in measuring the results 
of reform, and that standard is one of economic, environmental, and social 
benefit. 


Here we shall analyze briefly the system of responsibility pegging wages 

to output value per 100 yuan. This method has achieved some success, but 

is flawed, because the larger the volume of work, the greater the wage 
content, and a concrete analysis of how work volume is increased is necessary. 
In some cases, increase is due to normal conditions, such as building so 
many square meters of housing and raising labor productivity, activities 
which should be rewarded according to the labor involved. However, the 
reporting of work volume can also include deception, such as the artificial 
raising of manufacturing costs and output value by some construction enter- 
prises so that wages also increase. This is the system's defect. Construc- 
tion installation charges are currently calculated according to projection. 
If the main structure is worth money, everyone is willing to work, and 
quickly. Once that is completed, most of the money is gone. There is not 
much money left for people doing bothersome supplementary finishing jobs. 

As a result, work proceeds very slowly. It takes a year, and even 2 or 3 
years to finish a house from the completion of the main structure to occupancy. 
At some projects after indoor installation work has been going on for a 

long time, there still is no electricity, water, or roads leading to them 
after completion, rendering occupancy impossible. When such problems occur, 
it would give rise to disputes between the bureaucratic leadership and 

among departments. But there is also a real problem in the work :tyle of 
our construction industry. Some units wish only to “eat meat" without 
“gnawing on bones," and refuse to take on work that will not produce high 
output value. But unfinished construction projects have no utility value. 
For the state to invest but not to get any utility value for a long time 

is a big problem. Therefore, pegging wages to output value per 100 yuan 

and methods of payment in construction should be improved. For example, 

the method of payment by projection could be changed to borrowing funds from 
the bank and making payment only after work is completed. If a project is 
not completed, it will not be checked and accepted and payment will not be 
made and the interest on the funds is the responsibility of the construction 
enterprise. What should be done if a project takes too long to complete, 
such as 7 or 8 years? This requires careful study. In short, we must 
reform and arouse everyone's enthusiasm, but we must take note of the 
defects caused by imperfections in reform and work hard to eliminate them. 
Another big problem is collecting design fees based on construction costs 
when there are no state standards regarding design, because the higher 
construction costs are, the greater the revenue of the designers and the 
workers’ bonuses. This could cause some design units to think of ways 

to use expensive materials and equipment to raise design standards and 
construction costs. Making design units operate like enterprises and 
implementing systems of economic responsibility are steps that should be 
completely affirmed and followed, because in this way, the enthusiasm of 
designers can be better aroused. However, in some places where this is 
poorly implemented, it could lead to the above-mentioned problems. Therefore, 
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this step forward must be affirmed while noting its flaws and seeking ways 
to correct them. For example, one improvement would be to charge set fees 
by kind, separating fees from investment. In additicn., a system of bidding 
could be adopted, allowing several design units to participate. Whoever 
has plans of higher quality, with a short construction time, low costs, 
reasonable fees, advanced suitable technology, and good overall results, 
will win the contract, initiating competition under socialist conditions. 


The many standards for capital construction is a problem worth studying. 

We have had quite a few experiences and lessons in this regard. For example, 
for a period of time we sought only quantity and neglected quality. In 

the electrical power system we engaged in simple and easy transmission of 
electricity and easy methods of commencing its generation. In the course 

of construction, we did survey, design and construction work all at the 

same time, causing some projects to be done over and over again, which led 
to great waste. Later it was decided that things must be done according to 
correct procedures, requiring a norm to be met before going into operation. 
This was a step forward, but another tendency is now appearing--the adoption 
of excessively high standards and norms divorced from China's current reality. 
China is a developing country. Some techniques which are the most advanced 
worldwide are not necessarily the most suitable for us. With the exception 
of certain individual projects that require the most advanced technology 

to place us in the forefront, generally speaking, we should adopt more 
suitable, middle-level technologies to save on investment and increase 
returns. For example, the railway from Yunzhou to Shijiusuo was built 
fairly rapidly. It is of fairly good quality and could be put into use 

soon after work was begun. These are laudable achievements. At the same 
time, its problems must be noted. Its standards were too high: First, there 
is a station every 8 to 9 km, when for other railways it is every 30 to 40 kn. 
This required the requisition of more land, increasing the construction area, 
number of workers, and time needed to complete the project. Second was 
controlling the incline at 4/1000. The region from Shijuisuo to Yunzhou 

is a hilly area. An incline of 6/1000 to 8/1000 would have been sufficient 
and would not have affected train speed or traffic. Because of the goal 

of meeting a 1/4000 standard, earth and stone work was greatly increased. 

As a result, building costs came to 4 million yuan per km, while the cost 

of building a local railway from Pianguan to Baode County in Shanxi Province 
was less than 1 million yuan per km, and construction time was shorter. Of 
course the conditions surrounding these two railroads were not exactly the 
same, but the problem of a saving on investment while guaranteeing quality 
and meeting user demand is a noteworthy one. Therefore, we must take the 
problem of construction standards seriously. At present, whenever some 
units can find a reason to make foreign technical contact in the course of 

a construction project they organize a tour abroad and import advanced 
technology and end up spending 4 lot of money. Much time is spent in 
touring and negotiating a contract but the imported technology is not 
necessarily suitable. In short, we must, without doubt, import advanced 
technology, but this is not required of every project. Problems should be 
resolved domestically as much as possible. We should proceed from the real 
situation in China. 
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III. Improve Service Style, Regard Enhancing Social Benefit as the Basic 
Goal of Reform 


The construction industry has done a lot of work in the last few years, but 
there still remains a problem of improving workstyle. Our construction 
industry must regard itself as a large service industry. Our task is to 
serve the people, the enterprises, production, living standards, and the 
development of the national economy. Therefore, in order to obtain social 
benefits, we must understand the concept of serving the people. The 
purpose of the reform is to arouse enthusiasm in all quarters. Success or 
failure is to be judged according to the social benefit accrued, not just 
the benefits obtained for one's own unit. If, after reform, the construction 
industry becomes wealthy but complaints from society are rampant due to 
uninhabitable housing and poor installation of equipment, the reform will 
still have been a failure. A comrade wrote an article called "Who Really 
Is Concerned with Lowering Costs?",in which it is claimed that due to our 
management system and some regulations, some units make a good profit by 
raising production costs and are not concerned with lowering them. This Pe 
definitely has some truth to it. When some prefectures, departments and 

units wish to begin a proj-ct they start off by minimizing the amount of 

investment needed and inflating predicted benefits so that after the supervisory 

agencies grant permission, they send in another report, "before the ink is 

dry" demanding more investment. Given such a situation, can they really 

be concerned with lowering costs? It is clear that reform of the capital 

construction management system is an important task. As China is a socialist 

country, each party member and leading cadre must think in terms of the 

interests of the state and find ways to correct our service style, do a 

good job of reforming the management system over the construction industry 

and capital construction, and genuinely augment social benefits. 


Pd 


IV. Several Specific Problems Relating to the Reform 


A. Bidding: Our system of work in bidding from construction bids to design, 
then project bids is a good one. For example, if the state can only under- 
take one or two projects, where should they be located? Many provinces and 
cities compete with each other for projects to the point of furious dispute. 
The solution is to allow bidding. For example, to construct a monocrystal- 
line silicon factory, we opened bidding in a dozen provinces, listing 10 

or so requiremeni:s relating to the environment, technology, transportation, 
ore, etc. In the first round of bidding, Beijing and Sichuan won. In the 
round, a choice was made between the two. This avoids the prochlem of 
projects being awarded to whoever shouts the loudest and is the most active. 
However, we must not think in absolute terms about the system's advantages, 
as other problems may occur, because some bidders may lower their condi- 
tions during bidding then raise them again after winning. In short, to do 
a project well requires constant improvement to gradually create a complete 
and effective method. 


B. Implementing a Credit System: The credit system has a definite effect 
on how construction units use state capital, because it calls for taking 
on economic responsibility. However, we cannot think in absolute terms 
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regarding its function. We have already witnessed some problems: 1. Some 
people who do not understand economics do not care what taking a loan 
entails--loan or grant, isn't it all the state's money?--and fail to proceed 
accordiug to the demands of the credit system. 2. Some people feel so 
long as my project can win approval I'll borrow as much as I want--besides 
the money won't be coming out of my pocket. And if they spend too much 
money they rationalize it as politically necessary. Therefore, although 
the credit system has an effect, it would .be unrealistic to regard it as 
perfect, as it must be further improved. In short, we must fully affirm 
these last few years of reform, but must note existing problems as well. 
We should seriously review our experiences in our implementation of the 
system of economic responsibility, and the creation of bidding, credit, 
and a series of other reforms, enhancing their achievements and overcoming 
shortcomings, advancing on a new foundation. Our many years of experience 
in construction tell us that we cannot rely on just one method. In the 
past we lacked economic methods, whereas now we use many. At the same 
time, we must have administrative measures, improve ideological and poli- 
tical work, and increase the use of legal methods. It should be said that 
we do not use legal methods enough. We need economic courts and agencies 
of arbitration. We do not have these yet, and therefore must make an 
overall review of them and seek improvements. 


C. Contracting Development Companies: This is also part of the reform. 

In the past, we had two organizational forms in capital construction--one 

was called c’mmand headquarters, the other, the construction unit. Both 

had their fiaws and good points, but neither were state-run, specialized, 
comprehensively organized organs for construction work. I feel that the 
overall management of capital construction, the organization of design, 
production, allocations, engineering, equipment and materials is a specialized 
field of knowledge, a form of systems engineering that requires specialized 
organizations and personnel. In the past, this work was distributed through- 
out many different sectors. Some of it was in factories, while sometimes 

the construction unit would organize an office in charge of preparations, 

or set up a command headquarters, to coordinate the work of the party, 
government, military, and people. Overall command over larger projects 

was always in the hands of the secretary of the municipal CPC committee, 
ministry chief, or governor; plus there was the old State Construction 
Commission. Once the project was finished, if there was no other work, 
personnel would be dispersed and no experience could be accumulated. If 

we desire to put management over capital construction in China on a scientific 
basis from now on, we must develop those professions that engage in organizing 
construction work. Such organizations are already beginning to emerge. 

Some are called development companies, while others are called construction 
contracting companies or consulting companies. Employing many specialized 
personnel, these companies take on long-term projects of all kinds and 

thereby are able to accumulate experience in construction. Construction 

work, materials, labor, and technology for several projects are all organized 
by one company so that each project can supplement the other. China's 

future construction tasks are heavy ones. If we are to make capital construc- 
tion management more scientific and systematic and constantly accumulate 
experience, we must have such companies with specialized personnel. 
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D. Investment Contracting: An important problem at present is avoiding 
rigidity in contracting. I think there are many reasons for this. A 

major one is work from the prior period was not yet completed while many 
changes were made in design that lacked depth, so that when the number 

of projects and investment increased, it seemed reasonable after review. 
Another important problem is: increases in the price of raw material and 

in wages. Investment contracting involves a system of responsibility 

which was originally capable of arousing enthusiasm in design and con- 
struction units. But due to rigidity in contracting, it played a small role. 
Therefore we propose that the appropriate departments of the State Planning 
Commission study the problem and, through scientific management, find out 

if we can create, as in foreign countries, a commodity price index system 
that will periodically announce changes and fluctuations. After a project 
is contracted for, legal and economic responsibility must be taken according 
to adjustments of increases in the commodity price index. 


V. Building Bases for Capital Construction 


Some departments have a large volume of work, but also inflated staffs which 
are greater than needed to do the job. The number of nonproductive personnel 
has been increasing, as has the number of older personnel. Some larger 

teams are one big society and do everything for their workers, thus resulting 
in heavier and heavier burdens. This is a big problem among our construction 
teams. It appears we will have to think up ways to streamline them a bit. 
Construction teams should have their own bases for living, education, and 
full employment opportunity. We must organize some light and tertiary 
industries that will absorb surplus personnel and the not yet employed in 
order to streamline the ranks of first-line construction workers. This 

will not be an easy task, as many departments, provinces, and cities protect 
their own construction units, assigning them work as soon as it is available. 
This is not bidding, but task distribution. A considerable amount of invest- 
ment is used to support teams that lack a sufficient volume of work, which 

is a big problem. If you do not support a particular team, that team will 
get restless, so you end up assigning them work anyway. But if there is 
money to support a team, they may not energetically seek either another 

way out or reform; therefore streamlining will not be easy. I believe we 
should permit more bidding on projects, allow interdepartmental and inter- 
regional bidding, and end isolation and protectionism to allow for competi- 
tion. This will promote improvement. The construction unit is an 
independent enterprise and must have a hand in everything. While touring 

for some time in foreign lands, we saw very few construction enterprises 

that could only do one thing. This is the direction in which our construction 
teams must develop in the future. Of course, we must also have specialized 
teams for such tasks as the installation of indoor fixtures. We must create 
such an industry to do specialized work in the field and train personnel. 

It does not take us long to put up the main structure in housebuilding, but 
work is quite slow in the installation of internal fixtures. This is an 

art that requires some knowledge and not just technique. Fixtures have to 

be both suitable and attractive. Once our living standards rise to a 

certain level, great changes will be seen in our homes in this respect. 

In many old cities of some Western European countries many buildings are 
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from the 18th century; they are not torn down, but the insides are remodeled 
and modernized while the outer shell is retained. When China develops 

to a certain level, we will engage in similar remodeling. But we cannot 

do this solely by ourselves. We need an industry that can take on this 

sort of work. Some buildings are unpleasant looking on the outside, but 
because the rooms are comfortable and mice looking, people are willing to 
live in them. In the process of party rectification and economic reforms, 
China's construction industry must lead the teams well and reorganize 
grassroots units in order to make new contributions to the construction of 
the four modernizations. 


12221/12899 
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TIAN JIYUN INTERVIEWED ON PRICE REFORM 


Beijing ZHONGGUO JINGJI TIZHI GAIGE [CHINA'S ECONOMIC SYSTEMS REFORM] in 
Chinese No 3, 23 Mar 86 pp 4-6 


{Interview with Tian Jiyun by unidentified reporter: "Vice Premier Tian 
Jiyun Discusses Price Reform"; date and place not given] 


[Text] [Summary] Vice Premier Tian Jiyun says: last year price reform took 
a great step forward. This year we must consolidate, digest, supplement and 
improve the measures already taken and maintain basic commodity price 
stability. [End summary] 


Price reform is the key to the success or failure of the reform of the 
entire economic structure. Whether or not reform structuring will proceed 
smoothly depends to a very large extent on price reform. This periodical's 
reporter interviewed Vice Premier Tian Jiyun [3944 4764 7189] on the 
conditions of last year's price reform and problems relating to the policy 
and tasks of this year's price reform. 


[Question] Vice Premier Tian, could you please first discuss your basic 
viewpoints about last year's price reform? 


[Answer] Last year's price reform can be summarized in three points. 


First, it was a year of great progress. Looking back on last year's price 
reform now, this step was quite big and was taken rather smoothly. Generally 
speaking, the direction is correct, the situation normal, and the results good, 


It was also a year of numerous problems. Naturally, these problems had many 
causes. It is hard to entirely avoid the emergence of various kinds of 
problems amidst a reform. Commodity price departments and other related 
departments are working hard to solve these problems. Some problems have 
been solved, others are gradually being solved. 


Third, it was a year of te.se struggle. In order to ensure the smooth 
implementation of the reform and to obtain the expected results, party 
committees and people's governments at all levels carried on intense work. 
The comrades of commodity Price Departments and related agencies cooperated 
closely, working diligently and conscientiously. Every agency and department 
put forth great effort and made very big contribution. 
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[Question] What price reforms were carried out last year? 


[Answer] Last year we made great strides in the area of price reform. First, 
there was a basic rationalization of the purchase and sale prices of rural 
grains. This problem, which had been building up over many years, was solved 
last year. At the same time, we reformed the purchasing system for grains, 
cotton, oil, and other important agricultural sideline products. We turned 
the system of state monopoly over purchase into a system of contract orders. 
This has great significance for the promotion of the commodity economy in 
rural areas. 


Second, the policy of having and selling live pigs was adjusted. One after 
another, all localities decontrolled the price of fresh and live nonstaple 
food such as pork, vegetables, etc. Thus, we took a major step in the most 
sensitive area which most directly affects the livelihood of the masses. This 
area is the most difficult aspect of the reform. Although many countries also 
thought that this was the most difficult part of the reform, we accomplished 
it rather smoothly. 


Third, we adjusted the price of railway transportation over short distances. 
This type of reform is good and beneficial, promoting a system in which roads 
and waterways share the transport burden with railroads. In addition, there 
was also some progress implementing the "double-track system" of capital goods 
prices and decontrolling small commodity prices also. In brief, last year's 
price reform took a big step in the direction of rationalizing the price system 
and had a positive effect on the promotion of economic development. The 
results of the above measures should gradually be demonstrated with the passage 


of time. 
[Question] Why did commodity prices rise so sharply last year? 


[Answer] Last year there really was a problem with the sharp rise in the 
commodity price index. The national average reached 9 percent, although 
naturally it was not the same everywhere, especially in the large cities, 
where the rise was even sharper. The causes of last year's rather large 
commodity price rise include the following: First, there was the structural 
readjustment of prices. We carried out this readjustment on our own 
initiative in order to rationalize the price system. Second, since the 
fourth quarter of 1984 the scale of capital construction was too large, the 
growth rate of industrial output was too high, the increase of consumption 
funds was too sharp, too much currency was put in circulation and demand 

for numerous commodities was greater than supply. As a result, commodity 
prices rose. Third, the decontrol of prices of most agricultural sideline 
commodities and the rise in prices of capital goods outside the plan spurred 
the rise in prices of some consumer goods. Fourth, there were flaws in 
concrete work. Most notable is the vegetable problem. After vegetable 
prices were decontrolled in some large cities work did not keep pace. 
Vegetable cultivation plans were poorly handled and circulation channels 
were not current so that the prices of popular vegetables rose steeply. Fifth, 
some industrial and commercial enterprises and small individual retailers 
violated the national commodity price policy by randomly and covertly raising 
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prices. Although we stressed this problem, our supervision and inspection 
were insufficient. 


[Question] Although commodity prices have risen, so has the standard of 
living. Is this the actual situation? 


[Answer] This is a fact. This is an objective view of the problem. In the 
process of implementing the reform, even though the commodity price level has 
risen quite a bit, still, owing to the economic development promoted by the 
price readjustment people's income has also risen. Viewed generally, the 
rise in people's income has outstripped the rise in commodity prices. 
According to statistics, at the time of the Sixth 5-Year Plan the commodity 
price index rose 18.7 percent yet workers’ average income rise 68 percent 
while peasants average net income rose 109 percent. Naturally, actual 
conditions are uneven and vary among particular families, households and 
individuals. 


[Question] What measures is the country taking to solve the problem of last 
year's sharp commodity price increase? 


[Answer] The Central Committee and the State Council are giving their 
complete attention to this problem and have already taken a series of steps 

to solve it. Last year we strengthened our macroeconomic control over the 
scope of capital construction and consumption funds. With respect to 
controlling the commodity price rise, this was an important measure for 
eliminating the economic instabilities that had occurred. It was also a 
drastic measure, taken to deal with the situation. In order to solve the 
problem of higher vegetable prices in large and medium-sized cities we required 
city suburbs to ensure vegetable cultivation in stipulated areas. We required 
state-operated commercial enterprises to control most of the supply of 

popular vegetables, to implement supply adjustments and to restrain commodity 
prices. When necessary, maximum areas were imposed on major vegetables. An 
upper limit was set for the floating prices of principal capital goods outside 
the plan. At the same time, the inspection, management, and supervision of 
commodity prices were strengthened. After these steps were taken, some rather 
good results were obtained. From now on we should gradually get clearer 
results. 


[Question] What are the tasks and policies of commodity price work this year? 


[Answer] The important thing in this year's economic structure reform is to 
"consolidate, digest, supplement and improve" the reform measures already 
taken, keep the benefits and get rid of the disadvantages and solve the major 
problems. At the same time, we must make good preparations for the major 
steps to be taken in future reforms. This is the policy of this year's 
economic structure reform as well as the policy of this year's price reform. 
The two tasks of this year's commodity price work are to resolutely maintain 
the basic stability of commodity prices and to prepare well for next year's 
price reforms. 
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The price reform will be carried out in stages and in a planned manner. Last 
year's price reform was a rather big step. Considering the burden.on public 
finance, on commercial enterprise consumption, and on the masses, this year we 
must maintain basic price stability, not introducing large reform measures, but 
making some minor upward and downward adjustments in some commodity prices 
which are irrational. These adjustments will be implemented mainly in order 
to consolidate, digest, supplement and improve the measures that have already 
been introduced. All inappropriate price rises will be firmly resisted. We 
cannot have a situation in which this year we fail to take any major steps 

in the area of price reform but make a lot of minor changes and noise with a 
result that instead of solving problems we may create many adverse influences. 
Thus, there will be problems for next year's reforms. Now we must address 
this problem promptly, in order to attract everybody's attention. Government 
and relevant departments at all levels must make the maintenance of basic 
commodity price stability their main responsibility and seriously carry it out. 





[Question] What measures are to be taken this year to maintain basic 
commodity price stability? 


[Answer] It is clear that maintaining basic commodity price stability this 
year is an arduous task, which requires that measures be taken in many areas, 
We must pay special attention to the key points. First, we must grasp key 
measures. We need to strengthen and improve macroeconomic control and take 
resolute steps to control the scope of capital construction investment and the 
unchecked growth in consumption funds. At the same time, we must actively 
produce marketable goods to ensure market demand. Second, we must grasp key 
districts such as large and middle-sized cities, particularly the three 
municipalities and provincial capitals. Third, we must grasp the key 
varieties. I favor making vegetables and nonstaple foods the key varieties 
for stabilizing commodity prices. Vegetables, meat and eggs are nonstaple 
foods. If we can grasp them well and stabilize their prices the masses will 
be contented. Vegetables are the most important items of all. We must do 
everything we can to maintain basic stability of vegetable prices. With 
respect to last year's great rise in the price of some vegetables, we should 
strive to bring them down. After decontrolling vegetable prices we must 
encourage the peasants' enthusiasm for planting vegetables so that the supply 
of vegetables on the market can be increased. At the same time, with last 
year's experience, our work can also be improved. Thus, it is possible to 
carry out this requirement. Vegetable prices in one place should not be high 
for long; they reflect the level of work in that particular place. During the 
peak season, state-run enterprises must actively purchase and store eggs. 
This protects both producers’ and consumers’ interests. Commodity price 
department must help commerce departments do this kind of work well and 
handle seasonal price differences well too. 


Commodity price departments must strictly check commodity prices. They must 
firmly resist and never yield to demands for irrational price rises. All 
price readjustment measures must be weighed in light of the overall situation. 
Viewed from the partial situation, some price readjustments make sense yet 
viewed from the whole situation, the readjustments may be problematic. The 
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part must submit to the whole, the partial situation to the overall 
situation. The larger principle governs the lesser principle. 


We must strengthen the work of commodity price supervision and inspection. 
Although some commodity prices have been decontrolled we still cannot remove 
our supervision over them. With respect to prices, we must exercise the 
necessary leadership, coordination, supervision, and management. This is 

at once guidance measure and a supplementation and improvement one. We must 
firmly stop the practice of raising prices haphazardly. We must earnestly 
handle violations of commodity price policy. We must exercise the necessary 
leadership over market prices and strengthen our control over individual small 
retailers. The nation represents all of the people, not just this or that 
group. It must protect the interests of all of the people and be responsible 
for producers, managers, and consumers. Only when all of the people live and 
work peacefully and -ontentedly, can we maintain stability and unity for a 
long time. , 


[Question] Could you please discuss China's price reform prospects? 


[Answer] Since the 3rd Plenary Session of the 1lth Central Committee, we 

have implemented a series of price readjustments and reforms. In general, 
there are two points which must be made clear. First, we must reform our 
country's current pricing system; all aspects of the economy will fail to 

run smoothly, the entire economy will be unable to develop healthily over a 
long period of time and many contradictions in economic life will become 
insurmountable and be further exacerbated. In the long run, this would be 
deliterious to economic development and the improvement of the people's 
livelihood. Second, over the past few years, although we have had some 
problems here and there with the reforms, by and large they have been sucess- 
ful. The problems that have emerged from the reform can only be resolved 

with further improved reforms. We cannot retrogress. These two points form 
our basic understanding of the problems of commodity prices and price reform. 
Only by upholding this kind of understanding, can we resolutely and gradually 
build confidence in the price reform. This is extremely important. Even 
though the difficulties of price reform are rather great, still we have made a 
good beginning. Through practice, everybody has gained an increasingly 
similar understanding of the price reform, and the reform has gained the 
support of the masses. At the same time, owing to the improvement and 
strengthening of macroeconomic control, the causes of the instabilities that 
emerged in economic life in the first stage are gradually being eliminated. 
This will create positive conditions for further improving our handling of 
price reform. I am convinced that the objective of maintaining our basic 
commodity price stability this year can be accomplished if we unceasingly sum 
up experiences, meticulously organize, and make unremitting efforts. We can 
be fully confident that future price reform will be better prepared and planned 
than the reform of the past several years, and it will have better results. 


13263/9435 
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ECONOMIC MANAGEMENT 


MINISTRY OF COMMERCE MAPS OUT SEVENTH 5-YEAR PLAN 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 19 May 86 p 3 


[Article: "Ministry of Commerce Maps Out Main Points of Seventh 5-Year Plan 
For Commerce; Do a Good Job of Commercial Reform, Make Good Market Disposi- 
tions; Enable Grassroots Enterprises To Become Autonomous Dealers in 
Commodities Responsible for All Losses and Profits"] 


[Text] In mapping out the main points of the Seventh 5-Year Plan for 
Commerce, the Ministry of Commerce proposed that the focal points of work 
in commerce during the plan's period be: 1) doing a good job of commercial 
reform; 2) arranging markets well. 


This year's major commercial reform is to further consolidate, absorb, 
supplement, and improve various reforms already begun. We must do a good 
job in reforming urban commerce, further streamline administration and 
decentralize, and enhance the enterprises’ ability to remold and develop 
themselves. Great efforts must be made to develop lateral relations and 
break down barriers between regions, sectors, city and countryside and 
between the different systems of ownership so that each can help open up 
the other. We must energetically initiate a new type of commerce 
characterized by integration of industry, agriculture, and commerce, 

add on new channels of communication and create new commercial forms. 

We must seriously study and promote the use of commercial services to 

open up society, further stimulate the commodity flow, and improve enter- 
prise and social benefits. In the next few years, we must reform the 
pricing system in coordination with pricing departments and rationalize 
the prices of commodities. We must implement a fundamental separation 

of the functions and responsibilities of government and enterprise, so 

that the focus of work of commercial administrative departments can gradually 
shift away from direct control to one of indirect control, gradually 
implement unified leadership and management over commerce, further 
stimulate the enterprises, so that grassroots enterprises can really become 
relatively independent, autonomous socialist commodity dealers with responsi- 
bility for both losses and profits, constantly develop the socialist, 
planned commodity market and strive to build a foundation for a new-style 
socialist commercial system with Chinese characteristics. 


As regards market supply, the supply of commodities to the market must, 
first of all, be greatly improved in the first 2 years and market prices 
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must be basically maintained at the level of the 1985 reform. The quality 
of enterprise services must make an initial turn for the better. In the 
second 3 years, a basic balance of supply and demand on the market must 

be achieved based on a fundamental realignment of prices. Supplies to urban 
and rural markets must be made more abundant and thriving. Based on the 
strengthening of ideological and political work and the enhancing of 
commercial staff quality, enterprise service attitudes and quality will 
make a basic turn for the better to satisfy the masses of the people and 
make things more convenient for them in the purchase and sales of commo- 
dities and in their daily lives. 


In order to implement the goals and priorities of the Seventh 5-Year Plan, 
the Ministry of Commerce suggested focusing on the following three major 
points: 1) Improve personnel. Strive to further develop and enhance the 
quality of the commercial ranks. While further strengthening ideological 
and political education, work hard to augment the workers' professional 
and technical level and understanding of policy, so that the vast ranks 
of commercial employees are aware of the need to, and are capable of 
wholeheartedly serving the people. 2) Improve construction of networks. 
We must rely on social forces as well as state support to develop commercial 
networks, improve storage and transportation facilities for commodities, 
arrange networks rationally so that they suit the needs of commodity flow 
and are convenient to the masses. 3) Continue to modernize commercial 
science, technology and management, changing its backward outlook raising 
the level of enterprise management. 


12221/12899 
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BEIJING: LI XIMING SPEECH ON SERVICE WORK 
SK090630 Beijing BEIJING RIBAO in Chinese 27 Jun 86 pp 1, 4 


[Speech by Li Ximing, secretary of the Beijing Municipal CPC Committee, at 
the Beijing Municipal service work conference on 23 June, "Strengthen Leader- 
ship, Promote Reform, and Vigorously Improve the Capital's Service Work"] 


[Text] The CPC Central Committee and the State Council have been concerned 
about the service work of Beijing Municipality. The whole country as well 
as the people throughout the municipality have also been concerned about this 
work. In order to improve the capital's service work, the municipal CPC 
committee and the municipal government have decided to hold this special 
conference in an effort to mobilize the efforts of all quarters to realjstic- 
ally attend to this major work which has a vital bearing on the prestize 

of the capital and the livelihood of the masses. 


1. The basic situation and the existing problems in the capital's service 
work. 


Over the past few years, under the concern of the CPC Central Committee and 
the State Council and the support of the various central departments and of 
the fraternal provinces and cities, the capital has greatly developed its 
service undertakings, including the commercial service, tourist, communica- 
tions, post and telecommunications, medical and public health, urban admin- 
istration and public utilities undertakings. The broad masses of cadres and 
workers working in these trades have worked diligently and done much. Under 
the situation in which the municipality has implemented the policy of open- 
ing to the outside world and invigorating the domestic economy arid rapidly 
developed the commodity economy, the urban population has increased sharply; 
the social demands and the people's purchasing power have been unceasingly 
raised; the work load has doubled that of previous year; the broad masses 

of cadres and workers have overcome the difficulty of a shortage of manpower, 
funds, and service network; and a brisk and stable market situation has been 
ensured. In 1985, the municipality's total retail sales of commodities reached 
12.79 billion yuan, doubling that of 1980. The number of service centers 

in the commercial, catering, service, and repair trades increased to 82,000, 
up 3.5 times over 1980. The number of restaurants, hotels, and guesthouses 
for the public reached 3,564, an increase of 26.8 times over 1980. We re- 
ceived 937,000 foreign tourists and earned $330 million of foreign exchange, 
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showing an increase of 3.3 times and 3.2 times respectively over 1980. In 
the past 5 years, the municipality as a whole increased the number of means 
of public transportation by 1,480, and rental vehicles 8,630, more than 4 
times the increased number of rental vehicles in the Fifth 5-Year Plan period. 
Some inconveniences in the livelihood of the masses have been eased up by 
varying degrees. 


Over the past few years, the commercial and service trades have carried out a 
series of reform and scored remarkable achievements. We have broken with 

the systems of unified state purchase, guaranteed marketing, monopolized 
management, a few channels, many links, and a distribution- and closed-type 
of circulation. A new circulation system characterized by various economic 
sectors, diversified forms of management anc circulation channels, fewer links, 
and open economy has been initially established. The management departments 
at all levels have decentralized powers, gradually expanded the decision- 
making power of enterprises, and instilled vitality into enterprises. The 
large- and medium-sized state enterprises have universally implemented the 
policy of delivery of taxes instead of profits. Some small state enterprises 
have _-en managed by the collectives; some have been changed into collective 
ownership; and some have been leased out to the collectives and individuals, 
thus breaking with the situation of enterprises eating from the “big common 
pots” of the state. We have implemented the various forms of the operational 
contract responsibility system among enterprises, and scored initial success 
in breaking with the egalitarianism of workers eating from the “big common 
pots" of enterprises. The reforms have correct orientations, and have 
achieved a remarkable success, playing an important role in invigorating 
circulation, enlivening markets, promoting production, satisfying the needs 
of the people, and raising the service quality and service level. 


In accordance with the decision of the central authorities on strengthening 
education for staff members and workers, commercial departments and service 
trades have enthusiastically trained their cadres and staff members and 
workers. Over the past 5 years, about 230,000 staff members and workers 
have been released from their work for studies for 1 month or more. The 
staff members and workers have basically taken supplementary courses of jun- 
ior middle school education and possess primary professional skilis. The 
number of cadres with education at or above the secondary specialized school 
level increased from 7 percent in 1982 to 21 percent. All units have upgraded 
the professional level of the staff members and workers through carrying out 
activities such as holding in-service training and skill contests. 


The vast number of cadres, staff members and workers in service trades have 
done much work with regard to improving the service quality. Since 1981 the 
municipality has facilitated the work of offering quality service through 
successively holding discussions on “serving the people and taking the 
responsibility for the people;" launching activities for being civil and 
courtly with the contents of “creating a fine environment, keeping a good 
public order, offering quality service, and learning from Lei Feng and the 
advanced;" carrying out the activities of "vying with each other to be 
civilized salesmen and civilized stores;" summing up and popularizing the 
experiences gained by civilized units; and strengthening management over the 
service work. 
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A number of advanced units that offered quality service to consumers have 
emerged from the commercial and service trades along with the deep development 
of reform. The advanced units are as fo’lows: The Tianqiao shopping cen- 
ter was commended for strengthening scientific management, strictly enforcing 
the responsibility system, and enthusiastically serving customers; the 

Xinxin clothing store was commended for persistently selecting and employing 
the excellent, strictly enforcing the appraisal system, and carrying out 
standardized service; the Baiguanglu shopping center was commended for 
strengthening ideological and political work, carrying out the system of 
“cadres working on the spot on three occasions," conducting flexible manage- 
ment, and offering good service; the Xiheyan vegetable market was commended 
for perfecting the contracted responsibility system with the focus on manage- 
ment, widening the differences in distribution of bonuses, and ceaselessly 
improving the service quality; the Hongyunlou restaurant was commended for 
balancing the relations between social benefits and economic results, firmly 
grasping professional skills, and offering warm service to customers; and 

the Jindinuie shopping center, the Caishikou barbershop, the Guanganmen No l 
grain and edible oil foodstore, and the Fengtai District's Qiaobei nonstaple 
foodstore were commended for doing good jobs in improving the service quality. 


A group of advanced and model workers have emerged from the commercial and 
service trades. They are as follows: Du Jingang, secretary of the party 
branch of the grassroots shop, was commended for working selflessly for the 
public interests, caring for the masses, and persisting in the spirit of 
fighting as long as he is alive; Xiao Zhiying, a special-class model workers 
among the commercial departments throughout the country and a saleswoman 

of the Donghua clothing store, was commended for carefully studying the de- 
mands of consumers from all localities and trying every means to offer good 
service; Wang Huangui, a special-class model worker and chief salesman of a 
foodstore outside the Dongzhi Gate, was commended as a "close friend" of the 
masses for satisfying customers’ demands, exploring work patterns, and pro- 
viding warm and good service; and Du Deshun, a municipal model worker and a 
chiropodist of the Hufangqiao public bathhouse, was praised by the masses 
for volunteering to be a chiropodist after graduating from university, con- 
stantly improving his skills, and helping relieve his patients pain. These 
advanced units and model figures have some characteristics in common such as 
persisting in the goal of offering service to the people, regarding the work 
of achieving service work and satisfying the demands of the masses as their 
greatest will and lofty duties, and making outstanding achievements although 
working at ordinary posts. Their advanced deeds have stood for the main 
ideological trend of the staff members and workers in the commercial and 
service trades, and have embodied the style and features of the time. These 
advanced units and model figures have played an exemplary role in achieving 
the capital's service work. 


We should fully affirm the facts that commercial and service trades have 

made achievements in their work and the ranks of staff members and workers 
among these trades have been good. However, we must understand that the over- 
all service level is not good enough and there exist many problems concerning 
the service attitude and service quality. 
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The prominent ones are: First, some units are lax in labor discipline and 
have often left the guests out in the cold while others have been rude to the 
customers, or have even beaten up or scolded them: second, some units are 
poor in operational work style and have the unhealthy trends of giving sub- 
standard products or less than the promised quantity to the buyers, raising 
prices in a disguised form, and seeking personal gains from selling products; 
third, some illegal peddlers and traders have cheated and dominated the mar- 
kets, cheated the customers, and disrupted the markets; and fourth, the 
development speed of some service items bringing conveniences to the daily 
lives of the people is not rapid enough, and the difficult problems concern- 
ing the livelihood of the people have not yet been solved. 


All quarters have complaints about the existing problems in the service work 
of Beijing Municipality. The broad masses of people are not satisfied with 

the work also. The people's deputies have put forward acute criticism, and 

the domestic and foreign visitors to Beijing have shown strong repercussions 
to this. In the past 2 years, the central leading comrades have issued many 
instructions concerning the service attitude and quality of Beijing. 


The problems concerning the service work of Beijing Municipality usually 
come from the lower levels with the main responsibility lying in leaders, 
including leaders of the municipal CPC committee and the municipal government. 
Our main problems are: Under the new situation in which we are implementing 
the policy of opening to the outside world and invigorating the domestic 
economic, and rapidly developing the socialist commodity economy, we are 
still lagged behind in thinking and work, and the work in the circulation 
sphere in particular has not been carried out coordinatedly. We have failed 
to fully understand and recognize the special status and important signifi- 
cance of the capital's service work and to grasp the work firmly and effect- 
ively. Although we have scored achievements in the reform of the service 
trades, we have also experienced setbacks and retrogressions. The main 

ones are that we have failed to implement the responsibility system, and to 
widen the differences i*. distribution, thus hindering enterprises from dis- 
playing their enthusiasm in operation and workers in their work. In the 
past few years, we have slackened our efforts in ideological and political 
work indeed, and the ideology of "taking money above everything else" has 
emerged, affecting the implementation of the fundamental purpose of serving 
the people and holding the responsibility for the people in the service sec- 
tor. Objectively speaking, due to the long-standing erroneous leftist in- 
fluence, the idea of belittling commerce, and the bureaucratic business work 
style are very serious. It takes time to thoroughly change such outdated 
ideology, concepts and work style. It aiso takes time to cater to the 
sharply increasing needs of the people because of the poor material founda- 
tion in the commercial and service sectors, the fewer service networks, and 
the inadequate number of personnel. 


All in all, over the past few years, all quarters have exerted great ef- 
forts and worked painstakingly to improve the service attitude and quality, 
but the results are not good enough. The service work of the capital has 
been unstable--sometimes good and sometimes bad--and none of the problems 
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has been fundamentally solved. The purpose of this conference is to sys- 
tematically analyze the existing problems in the service work, to conscientious- 
ly sum up experiences, and to adopt comprehensive measures, in order to im- 
prove the backward situation in the capital's service work within a short 
period of time. This task is arduous and difficult. We should turn our 
pressure into a driving force and make the most of the favorable situation 
brought about by the concern, support and expectation of various quarters in 
Beijing Municipality's service work, unify our thinking, enhance our spirit, 
pioneer our road of advance, carry out extensive reform. and mobilize the 
people throughout the municipality to further improve the capital's service 
work. 


2. We should straighten out guiding ideology and improve service work. 


The reasons for the various problems reflected in the capital's service work, 
in the final analysis, can be found in the guiding ideology. In order to 
raise service work to a new level, we should solve the following few problems 
in the guiding ideology. 


First, we should clearly understand the special and important status of the 
service work among all other fields of work in the capital. 


Beijing is the capital of the motherland, the political dn cultural center 
of the country, and the working place of the CPC Central Committee and the 
State Council. The nature and functions of this municipality demand the 
people to place service work above all other fields of work and to consider 
serving the central authorities, the international and domestic contacts, and 
the people throughout the municipality as their bounden duties and glorious 
tasks. The service work in all fields of the municipality, in particular, 
the work quality and service attitude of such service trades as commercial, 
service, tourist, transport, telecommunications, medical and health, civil 
administrative, and public service trades, directly affects the reputation 
of the capital as well as the state. If we do a good job in our service 
work, we can not only create fine customs ahead of other places throughout 
the country but also unfold the spiritual outlook of the Chinese nationality 
before the people throughout the world. 


Since Beijing occupies a peculiar position, the central authorities have 
required us to create favorable conditions for the CPC Central Committee and 
the State Council to lead the work of the whole country, to develop inter- 
national contacts, and to help improve the working and living conditions of 
the people of the whole municipality, and to play an exemplary role for all 
cities throughout the country in building the socialist spiritual and mater- 
ial civilizations. We should rapidly develop various kinds of service trades, 
wake a unified plan, strengthen management, conduct training for staff mem- 
bers and workers in a planned and organizational manner, improve the service 
quality, give convenience to the people's livelihood, and provide the first- 
class service to the people. After hearing the work report delivered by the 
Ministry of Commerce recently, the Secretariat of the CPC Central Committee 
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definitely pointed out that since Beijing is a key window for conduct- 

ing commercial work in our country, its service work will have a comparatively 
great impact on the commercial affairs in and outside the country. Thus, 

we should adopt effective measures to improve the service attitude and ser- 
vice quality and strive to play a leading role in the commercial affairs of 
the whole country. 


Thus, it is clear that improving the capital's service work to the highest 
possible level is needed in implementing the four directives and 10 written 
replies of the central authorities, bringing into play the city's nature 

and functions, facilitating the capital's modernization, upgrading the peo- 
ple's livelihood, strengthening socialist spiritual civilization, establishing 
a new type of personnel relations, and realizing a fundamental turn for the 
better in the capital's social conduct. Simultaneously it is a serious 
political task as well as an overall strategic work. Leaders at all levels 
should fully and clearly understand this basic guiding ideology, firmly 

foster the idea of providing good service, get rid of the wrong ideas such 

as not setting strict demands on themselves, attempting to accomplish nothing, 
and considering themselves good, and strive to achieve the service work in 
high quality and standards. The people of the whole municipality should 

fully understand the specific and important significance of the service work, 
enhance the sense of responsibility for being the citizens of the capital, 

and show concrete deeds of offering quality service at their posts in order 

to win honors for the capital and the state. 


Second, we should eliminate the traditional ideas of despising the commer- 
cial and service trades in order to achieve the service work. 


Despising the commercial and service trades is one of the important reasons 
for the relaxed progress in commercial and service trades for a long period 
of time in Beijing Municipality. The traditional idea of despising business- 
men has remote historical origins and has lasted for thousands of years in 
our country. As an ancient capital for several generations, Beijing had made 
its living by relying on other's tribute and had no idea about a commodity 
economy. Thus, the idea of despising businessmen has taken root deeply and 
in particular, during the 10 years of turmoil, the people regarded counters 
as "a front to carry out proletarian dictatorship," cut off the ways for the 
development of commodity production by regarding the development of commod- 
ity production as capitalist tails, and criticized the exchange of commodi- 
ties by regarding it as bourgeois rights. As a result, the circulation 
channels have become narrower and narrower, service centers fewer and fewer, 
and the people's livelihood more and more difficult. So far, we have still 
failed to completely eliminate the remnants of feudalism and the pernicious 
influence of "leftist" ideas. 


The idea of despising service work is incompatible with the idea of vigor- 
ously developing the commodity economy. Management and service supplement 
and promote each other. This idea does work in both capitalist society and 
socialist society. The capitalists in the capitalist countries always regard 
providing good service as an important means for business competition. 








In a socialist country, enterprises must be developed amid competitions and 
must also do their service work well. Some of our advanced enterprises have 
considered quality service as an important task in their operation and man- 
agement, used services to promote operation, and scored very good economic 
results and social benefit. Their achievements have vividly explained this 
principle. At present, leading cadres of some enterprises have considered 
the fulfillment of economic quotas as a "rigid task," and the fulfillment of 
service quotas as a “soft task," and have separated operation from service, 
thus bringing about a situation in which "the principal leaders have grasped 
operation; the majority of cadres have managed operational work; the key 
forces have taken charge of operation; and the service work has to give way 
to the operational work." Under the guidance of such an ideology, it is 
impossible for us to do our service work well and to improve the service 
level. Improving service work is an objective demand for developing commodity 
economy. Along with the development of the socialist commodity economy and 
the ever-increasingly acute market competitions, the service work, whether 
good or bad, has a vital bearing on the prosperity of enterprises and the 
immediate interests of the staff and workers. If we fail to attend the 
service work and to render good services throughout the whole process of 
sales, enterprises will be eliminated in the course of competition. 


In order to improve the service work of the capital, we should eliminate the 
outdated ideology and concept of belittling commerce and service trade, fos- 
ter a sense of the market, competition, efficiency, and service. The whole 
party and society should pay attention to the commercial and service work. 
Persons engaging in commercial and service trades as well as persons engag- 
ing in production should also pay attention to this work. They should grasp 
service work with the same efforts in operation. In this way, our socialist 
commodity economy will be developed along a correct and sound path. 


Furthermore, satisfying the ever-increasing material and cultural needs of 
the people and solving the difficult problems concerning the livelihood of 
the people will be achieved only by developing production. Fundamentally 
speaking, doing a good job in the circulation sphere and in service will 
effectively promote the development of production. Owing to the fact that 
our country's commodity economy is far from being developed, and that the 
development of production lags behind the increase in the people's needs 

for livelihood, the situation in which materials are in short supply and the 
markets are dominated by sellers will exist for a long period of time. Under 
such situation, commodities will be sold well even when the service attitude 
is poor. Objectively speaking, this has fostered the bureaucratic business 
work style of belittling service among some people. Our tasks are to clearly 
understand the existing objective contradictions in the socialist moderniza- 
tion drive, to persist in serving the people under the situation of short 
material supply and sellers’ market domination, and strive to provide the 
service of high quality and high level which we can possibly offer to the 
broad masses of people. Whether we can achieve this is an important indica- 
tion for testing the ability of our leaders and their leadership level. 
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Third, doing a good job in service work, we must correctly handle the relation- 
ship between economic results and social benefit. 


The fundamental purpose of commerce and service trade is to wholeheartedly 
serve the people. The economic results of enterprises and the social benefit 
are an integrated whole. This is a specific manifestation of the superior- 
ity of the socialist system. Under the capitalist system, the purpose of all 
business activities of the capitalists is to gain profits or above-quota 
profits. Although they also pay attention to service, they consider it only 
as a means of competition for more profits. They care for social benefits 
only on the premise of safeguarding the economic results of enterprises. It 
is not so in our socialist country. Service is not only a means but also 
our purpose. To unceasingly improve the operation of an enterprise is not 
only for the sake of its own profits but also for the benefit of the whole 
society. All acts that harms the interests of the state and the consumers 
are incompatible with the nature of socialist enterprises. All commercial 

and service enterprises should uphold thepurpose of serving the people, op- 
pose and resist the idea of "putting money above everything else" in doing 
business, and correctly handle the relations between the economic results and 
social benefits of enterprises. They should improve the service attitude 

and service quality through improving operition and management in order to 
increase their economic results. They should never seek their own interests 
at the expense of the overall interests and social interests. Otherwise, 
they will deviate from the socialist principles, and go astray. 


3. Upholding reform is the fundamental way to make a success of service work. 


Practice over the past few years proved that without reform there would not 
have been the excellent situation in the capital's commercial and service 
trades. Without reform, it will also be impossible to solve once and for 

all problems in service attitude and quality. At present, the reform of the 
commercial and service trades is only at the beginning; reform measures are 
not perfect and coordinated; and the work in many fields has not been truly 
invigorated. The economic responsibility system within enterprises is very 
imperfect, and the masses of staff members and workers have yet to thoroughly 
free their enthusiasm from the shackles of the "common big pot" and egalitar- 
ianism. The management system is far [words indistinct] commensurate with 
the demand in the development of the socialist commodity economy, and the 
macroeconomic regulation with indirect control as the main is lagging behind. 
To carry out the reform of commercial and service trades thoroughly and suc- 
cessfully, we should emphasize the following issues at present: 


First, we should continuously expand the decisionmaking power of enterprises, 
greatly develop lateral economic cooperation, and further invigorate circula- 
tion. 


Expanding enterprises’ decisionmaking power and invigorating them are the 
central link of the economic structural reform, the starting and the ending 
point of reform, and the prerequisite for improving operation and providing 
quality service for society. Judging from the situation of Beijing, the 
major problems in expanding the decisionmaking power of commercial and 
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service enterprises are that the power that should be delegated to enterprises 
has not been truly delegated, or has been delegated only superficially; that 
the power is withheld at every level or recalled again after being delegated; 
that some enterprises do not know how to use their power or, in some cases, 
abuse their power; and that the phenomenon in which arbitrary collection of 
funds affects the benefits of enterprises and infringes upon their decision- 
making power is rather conspicuous in society. We should continue to simpli- 
fy administration and delegate power to enterprises to counter these problems. 
The power for production, operation and business management that should be 
delegated to enterprises should all be delegated to them, and any level that 
is entitled to have the power should have it, and no department is permitted 
to withhold it. Meanwhile, we should support and assist enterprises to use 
their power properly, and to improve their operation and management standards. 
We should resolutely check the practice of exacting funds from or imposing 
fines on enterprises under all sorts of pretexts, or even resorting to 
blackmail to extort the funds that enterprises have retained for their own 
use. Of course, enterprises should also pay taxes or funds according to law, 
and actively fulfill their obligations of developing public welfare facili- 
ties. 


The key to the further reform of the circulation system lies in the elimina- 
tion of the long-standing closed way of business characterized by selfish 
departmentalism and the barriers between different departments and regions, 
and in the develepment of lateral economic cooperation. It has an import- 
ant significance in increasing circulation channels, reducing intermediate 
links, and providing markets with richer commodities and the masses with 
top-quality service. As the capital of the country, Beijing is one of the 
largest markets of the country, which is very attractive to the industry, 
agriculture, commerce, and service trades throughout the country. This is 
an exceptional advantage for it to expand lateral cooperation. After grant- 
ing more decisionmaking power to enterprises, we should support and guide 
enterprises to carry out various forms and levels of cooperation among the 
units of different regions, departments, trades, and ownership, including 
the cooperation between commercial and industrial units, between commercial 
and agricultural units, and among commercial units themselves, on the basis 
of the principle of voluntary participation and mutual benefit so as to make 
the markets of the capital thriving, and to satisfy the people's needs. 


The Tiangiao Department Store Limited--the first joint-stock enterprise 

estab ished in Beijing in 1984--has established purchasing and sales busi- 
nesses, including distribution, -joint sales, and sales on a commission basis, 
with more than 300 production units, wholesale departments, trade centers 

and retail enterprises in 22 provinces and cities throughout China. This 
department store has also established four branch stores, thus achieving 

not only remarkable economic results {word indistinct] new improvements in 
service quality. Their experiences are worthy of popularization. 


In expanding the decisionmaking power of enterprises, we must combine it 
with the reform of the enterprise leadership system and enable enterprises 
to correctly use their power. It is necessary to create conditions and 
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actively promote the manager responsibility system among commercial and ser- 
vice enterprises. Enterprise managers should have full power in production 
guidance, operation, and management and serve as the core of enterprises. 
Managers should be the persons with political ideology, professional skills, 
and competence for operation and management of enterprises. Necessary read- 
justment should be made for those who are not up to the requirements. The 
party organizations of enterprises should concentrate their energies on con- 
ducting ideological and political work among workers, maker self-improvements, 
and play a better role in supervising enterprises. 


Second, we should continue to adhere to and improve the enterprise opera- 
tional contract responsibility system. 


"The big common pot," and egalitarianism are the crucial reasons for the poor 
economic results and poor service of enterprises. At present, one of the 
pressing tasks in the reform of the commercial and service trades is to un- 
swervingly implement the various forms of the operational contract responsi- 
bility system among enterprises, integrate each and every economic and 
service quota with the responsibility and the personal benefits of each and 
every staff and worker in an effort to further break with the practice of 
"big common pot" and egalitarianism. Only thus, can we fully mobilize the 
enthusiasm of the broad masses of staff and workers and more effectively 
fulfill various tasks of enterprises. 


Years of practice show that units which have implemented the operational 
contract responsibility system well and have widened the differences in 
distribution have enthusiastic workers, good economic results, and social 
benefit. Units which have failed to implement the operational contract re- 
sponsibility system and have practiced egalitarianism in distribution and 
eaten from the “big common pot" have poor economic results and social bene- 
fit and whose staff and wotkers have become dispirited. During the early 
periods of last year and this year, some enterprises have met with setbacks 
in the implementation of the operational responsibility system; the practice 
of egalitarianism and eating from the "big common pot" has emerged again; 
and the economic results and service level of enterprises have declined 
remarkably, which fully show the correctness of this principle. One of the 
important reasons for the uprising business volume and profits, and the 

good service attitude of some advanced units, including the Tianqiao shopping 
center, the Dainmen department store, the Xiheyan vegetable market, and the 
Dongzhimen vegetable wholesale market, is that they have persisted in un- 
ceasingly implementing and improving the operational contract responsibility 
systen. 


In implementing this system, we must assign the economic and service quotas 
to various shifts and individuals at each level so that each and every person 
will have his own responsibility. The economic responsibility system that 
integrates responsibilities, rights, and profits should also be implemented. 
While assessing the work performance of enterprises and deciding on work 
points and awards, we should pay attention to both the economic results and 
social benefit. In bonus distribution, we should widen the differences 





among enterprises, work shifts, and individuals and fully carry out the 
practice of distributing more to those who work more and less to those who 
work less, rewarding the diligent and good ones and punishing the lazy and 
bad ones. 


In implementing the operational contract responsibility system, and breaking 
with the practice of "big common pot" in distribution and of egalitarianism, 
it is necessary to strengthen management and strictly carry out appraisals. 
Otherwise, the implementation of the system will become a formalism. We 
should continue to implement and improve some effective management systems, 
such as the system of being responsibie for good service, the system of having 
managers work on shifts, the system of promoting the best to leading posts, 
and standarized service. The Xinxin clothing stores was commended as a pace- 
setter of the commercial departments for carrying out a standardized manage- 
ment and service system and effectively improving its service level through 
systematically enhancing the salesmen's sense of discipline, standardizing 
service procedures, stressing the use of polite language, paying attention 

to sanitation in showcases, and regularizing measures for providing conven- 
ience to the people. We must conscientiously study and popularize their 
experiences. We must define specific targets and feasible methods for 
appraising the implementation of the management contracted responsibility 
system. The enterprises should conduct self-appraisal. Leaders should 

take the responsibility for appraising the work done by each level. Simul- 
taneously, the social organizations and the vast number of masses also should 
Carry out appraisals. We should try by every possible means to set up con- 
sumers' associations as soon as possible so as to bring into better play 

the functions of the masses for conducting supervision and appraisal. 


Strengthening management and strictly making appraisals hinge on whether or 
not leading cadres are bold in grasping the work. Leaders of all enterprises 
must persist in principles, justly handle affairs, and not be afraid of of- 
fending others. Only when the enterprises have strong leading bodies can 
they strengthen management work and improve service quality. The enterprises 
will find it difficult to improve their management and service work and the 
enthusiasm of most staff members and workers will be dampened if leaders of 
the enterprises, in particular the principal leading cadres, are afraid of 
offending others and do not dare to widen the differences in the distribution 
of bonuses, to award those who should be awarded, or to punish those who 
should be punished. 


Third, we should carry out the policy of encouragement and support the pro- 
duction of small commodities which are daily necessities of the people and 
the operation of [word indistinct] of service of the people. 


So far, the masses have complaints about the capital's service work. First, 
the service attitude is poor; second, there are fewer measures for providing 
convenience to the people. While vigorously improving the service attitude 
and upgrading service quality, we should adopt effective measures for 
supporting the production of small commodities which are daily necessities 
of the people and the operation and development of the items in service of 


the people. 
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We should further give preferential treatment to the enterprises producing 
small commodities. Retail and wholesale shops specially for sales of the 
commodities with small profits should be set up and be allowed to carry out 
independent accounting. Financial, tax, and banking departments should give 
preferential treatment to these shops with regard to tax revenue and credits 
in accordance with the relevant regulations. Commercial enterprises should 
take measures to arouse the enthusiasm of the staff members and workers for 
managing small commodities. In order to solve the problems concerning the 
lack of small commodities, we should give priority in arranging raw materials 
for the commercial departments and allow them to process commodities with 
materials provided from abroad. Commercial departments are also allowed to 
organize wholesale markets for small commodities with a view to importing 
commodities to Beijing. 


Preferential treatment must be given to the flexible processing trades of a 
labor service nature suffering great difficulties in operation, such as the 
catering, service repair, and clothing trades, with regard to financial re- 
venue, taxation, and credits. We should appropriately readjust the gross 
profit rate of cheap dishes and reduce the varieties of the dishes at fixed 
prices in order to alleviate the difficulties in having dishes. On the prem- 
ise of carrying out the‘r professional work, the repair trades are allowed 
to concurrently engage in relevant sideline production in order to alleviate 
the strains on repair service. Of course, these trades should strengthen 
self-management, tap their own potentials, reduce expenses, and improve 
service quality. 


Staff members and workers are allowed to jointly or individually lease the 
small state owned enterprises characterized by labor service or selling 
commodities with small profits, such as retail commercial, service, repair 
and breakfast sales centers in remote areas. Of the 22 state-owned bicycle 
repai— centers in Chongwen District, the income of those not carrying out a 
leasing system was reduced by 30.8 percent in the first 4 months of this 
year, while those carrying out the leasing system registered a 10-percent 
increase in their income. Since last December when the staff members and 
workers began to operate it on a leasing basis, the Guanganmen repair center 
has eliminated the previous tendency of relying on subsidies and has become 
vitalized. In the first 4 months of this year its income increased by 30 
percent over the same period last year, profits increased by 62 percent, 
and more than 80 percent of bicycles were repaired in a rapid manner. 

We should conscientiously sum up the experiences gained by these units. 
Small state-owned commercial and service trades should continue to facilitate 
the change of ownership, transfer of management, and the implementation of 
the leasing system. Collectives and individuals are given free rein to 
operate the commercial and service trades, in particular, trades character- 
ized by labor service, suitable to collective and individual ownership. 

All relevant departments should give the green light to these trades. Such 
practices not only are conducive to enlivening the enterprises but also 
provide conveniences in the people's livelihood. 





Fourth, we should strengthen the macroeconomic regulation of commercial and 
service trades and the management of commodity circulation in markets. 


Following the deepening of the economic structural reform, the government's 
congrol over the macroeconomy will change gradually from dominantly direct 
control into dominantly indirect control. Departments in charge of commer- 
cial and service trades should change their administration over affiliated 
enterprises into administration over the entire trade, and change their 
direct intervention in the operation of enterprises into plans and policy 
formulation, service and supervision for the entire trade. Departments in 
charge of comprehensive economic work should support and work in coordination 
with the reform of commercial and service trades, and properly use the means 
of credit, tax and financial resources to ensure the smooth progress of 
reform and the normal process of business. 


Departments in charge of commercial and service trades should closely co- 
ordinate with industrial and commercial administration, price, finance, tax 
and public security departments to strengthen market management. Unhealthy 
trends,such as jacking up prices, giving short weight, selling fake or in- 
ferior products, forcible tie-in-sales, and using goods for selfish gains 
should be dealt with whenever discovered. Effective measures should be 
adopted to strengthen control over markets of farm produce and peddlers, 
replenish the organizations of the self-employed associations, support legal 
business, and ban unlicensed peddlers. Wholesale and retail enterprises 
must not provide goods to unlicensed peddlers, otherwise they will be strict- 
ly handled once discovered. Resolute blows should be dealt to lawless 
persons who practice fraud, forcible purchases and marketing, and ominate 
markets through cheating. We should adapt ourselves to the new situation 

of reform and opening to the outside world, perfect commercial and market 
regulations step by step, and enforce the law strictly to protect lawful 
business and ensure market order. 


Strengthening the construction of commercial and service facilities is also 
a strategic task. We should pool the efforts of the state, the collective 
and the individual and encourage counties and various trades to set up more 
commercial and service units. The distribution of these units should be 
properly readjusted to satisfy the needs in the people's lives. All depart- 
ments in charge of comprehensive economic work should support these units and 
give them preferential treatment in terms of planning, space, construction, 
funds, goods supply and taxation. In the construction of small residential 
areas, the funds to be used in building commercial and service units and the 
already completed facilities must not be used for other purposes. We should 
strive to provide necessary material conditions for expanding and [words 
indistinct]. 


The power of the municipality, districts, and counties for the administra- 
tion of commercial and service trades should be appropriately adjusted tc 
change the over centralization of power on the municipality. The municipal 
CPC committee and government have decided to change the system of dual 
leadership of the municipaliry an] districts (counties) over commercial 
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and service trades with the municipality and districts (counties) with the 
districts (counties) as the main to that districts and counties will shoulder 
more responsibilities for invigorating circulation, improving service and 
strengthening market management, and will give more play to their initiative 
and enthusiasm. The experiment with the reform of the management of com- 
mercial and service trades in Chongwen District and Shunyi County should be 
carried out successfully, and all fields should render great support to it. 
Other districts and counties, and relevant departments of the municipality 
should also work out plans to conduct the reform step by step. 


The reform of the commercial system is an important part of the economic 
structural reform as a whole, and also a decisive factor for improving ser- 
vice attitude and quality. It involves the relations of various quarters, 
such as those between circulation and production units, between circulation 
and consumption units, between commercial departments and comprehensive 
economic departments, and among commercial units and service units them- 
selves. These crisscross relations restrict and affect one another, and are 
very complicated. Reform is a process of changing the old system into a new 
one, and of continuously exploring and creating the new, for which 

there is no ready-made experiences or patterns to follow. It is unavoid- 
able to have some problems or mistakes when carrying out reform. Some of 
the detours that have appeared in the reform of the commercial and service 
trades over the past few years were due to the readjustment of policies, 

and others were due to our lack of leadership experiences and meticulous 
work. The problems cropping up in reform should be solved through in-depth 
reform. Leaders at all levels should study, support, and promote reform, 
give careful guidance, and guarantee its smooth progrers. By no means should 
they be dispirited or give up on reform when running into difficulties and 
setbacks. As long as we enhance our spirit, dare to explore, and firmly 
carry out reform, we will surely raise the capital's commercial and service 
work to a new level. 


4. Exert vigorous efforts to improve the political and professional quality 
of service workers. 


Commercial and service industries are highly socialized industries. The 
broad masses of staff and workers have dealings with a great variety of 
commodities and have to meet with various types of consumers with different 
demands and characteristics. In addition to mastering the regulations and 
laws for commodity purchase and sales amid the changeable market competitions, 
they should also correctly handle human relationships in line with socialist 
principles. The new situation of opening to the outside world, invigorating 
the economy, and developing the commodity economy in particular has set 
forth new and higher demands on the service workers. In order to do a good 
job in the capital's service work, it is necessary to vigorously strengthen 
the ideological and professional education for workers and gradually estab- 
lish a mighty contingent of service workers with ideals, morality, education 
and a sense of discipline. 
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First, we should ddeply conduct education on ideals, morality and discipline 
and continue to improve the ideological awareness of the broad masses of 
workers. 


In socialist enterprises, we should not only pay attention to the management 
of materials but also to the human factor, and should fully arouse the 
workers’ sense of being masters of the state and their subjective initiative. 
Years of practice shows that it is impossible to fully and persistently mobil- 
ize the enthusiasm of the people by using the economic means of bonuses and 
welfare only, for this will foster an egotistic ideology among some people, \ 
thus leading to ideological and organizational laxity on the part of the 
workers’ contingent. Through conducting effective, lively and purposeful 
ideological and political work, we should lead the people in fostering 

lofty communist ideals, the ideology of wholeheartedly serving the people, 
and a sense of professional ethics. The broad masses of workers in the ser- 
vice trade sector serve as a bridge between the party and government on the 
one hand and the people on the other. The party policies and the concern 

of the party for the masses usually find expression in the purchases, sales 
and the action of the service workers. The performance of service workers 
integrates with the entire socialist cause and is closely related with the 
building of the two civilizations. The acts of being cold, rigid, and 
impolite to customers and of shifting the responsibility onto others harm 

the benefit of the socialist cause and run counter to the purpose of serving 
the people wholeheartedly. The unhealthy trends in the service trade such as 
selling products at an unreasonable price, palming off shoddy goods as good 
ones, selling inferior and fake products, engaging in tie-in selling, 

giving preferential treatment to relations and friends, and judging people 
slely by their appearance run counter to the professional ethics of the 
commercial sector and are incompatible with communist moral standards. The 
acts of discriminating against outsiders in particular are indications of 

our neglect of our bounden duties, affecting the prestige of the capital. 

The slogan put forward by the commercial and service trades, "I represent 

the capital and China in front of foreign guests," fully manifests the lofty 
ideology of combining the practice of doing one's work well, bearing in mind 
the whole situation and rendering good service with the interests of the 
party and the state and with the socialist cause. Comrade Zhang Binggui, 

a national model worker and a salesman of the Beijing municipal Department 
Store, has been working diligently for several scores of years. He has 
persisted in doing business in a civilized manner, treating customers politely, 
and making customers feel happy and warm while buying products and getting 

a satisfied reply. His lofty character and hard work have won honor and 
fostered an example for the staff and workers in the Beijing's service trade. 
We should emulate him and promote his spirit, enhance our sense cf honor and 
responsibility, and take the initiative in serving the customers and the 
people enthusiastically, patiently, and considerately. 


In conducting education on ideals and discipline, the most persuasive is the 
exemplary role of party members and cadres. Party members and cadres should 
carry things out first and act as examples before they ask the masses to do 
them. The party branch of the No 35 bus team of the No 5 bus plant of the 
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municipality asked party members to meet the following five requirements: 

1) accomplishing contracted tasks safely and in high quality ahead of others; 
2) performing difficult and arduous work ahead of others; 3) suffering losses 
ahead of others; 4) fulfilling obligations ahead of others; and 5) carrying 
out ideological and political work ahead of others. The exemplary acts of 
party members and cadres have favorably influenced and educated the people of 
the bus team, and all the staff members and workers of the team have become 
able tc show concern for its operation and serve passengers warmly. The 
cadres of the Baiguanglu shopping center set themselves as examples and 
persistently went to the shopping center three times a day in the morning to 
inspect the preparations for business, at noon to help in serving customers 
when salesclerks were taking lunch in turn, and before the shopping center 
closed to send off the last customer and conduct safety checkups. With the 
guidance of the cadres, this shopping center has basically eliminated the 
phenomena of chatting in groups and neglecting customers. Since 1981 it 

has been appraised as a six-good enterprise every year successively, and 

was named as “pacesetter of civilized units" by the municipal CPC committee 
and government. The experiences of these advanced units proved that in 
conducting the education on ideals and discipline, as long as cadres and 
party members earnestly practice what they advocate, the education will be 
successful, and they will be able to lead the masses of people to do a good 
job in business and service. 


We should combine our efforts to intensify education with those to make 
management and discipline strict. Comrade Deng Xiaoping pointed out: "In 
such a big country as ours, how can we unite and organize the people? We 
should, first, rely on ideals and, second, rely on discipline." We should 
also rely on these two to carry out successful service work in the capital. 
At present lax discipline at some enterprises and among some staff members 
and workers is an important reason for a poor service manner and the dis- 
satisfaction of the masses. Lax discipline will lead to lax ideology, and 
poor business and service work. The more everything is modernized, the 
stricter discipline we should have. We must combine ideological education 
with enforcement of discipline. People who violate discipline to the great 
dissatisfaction of the masses, and refuse to mend their ways despite repeated 
education should be strictly dealt with, and those who should be dismissed 
should be. 


Second, we should intensify the technical and vocational training of staff 
members and workers and enhance their competence. 


The service level is the overall reflection of the ideological awareness, 
moral character, educational standard, and professional competence of staff 
members and workers. To provide top-quality service to the masses, we 
should greatly raise the political awareness of staff members and workers, 
and also improve their education, techniques, and professional competence. 
Only when service personnel have a good grasp of basic skills, are good 

at understanding the customers’ psychology, and learn to use polite language 
can they score outstanding achievements in service work. A very important 











factor contributing to the good service of the Tiangiao shopping center is 
its attaching importance to the vocational and technical training of its 
staff members and workers. Under the circumstances that the whole shopping 
center was moved to a new place and new staff members and workers increased 
by a great number, it still maintained a fairly high level of service work, 
and in last year alone it received more than 6,000 letters of praise. 


Over the past few years a great number of green hands have sent to work in 
the frontline of commercial and service trades without prior training. This 
is one of the important reasons for the many mistakes and poor quality of 
service. This problem should be redressed through training which is geared 
to the needs of specific posts. This year we will sponsor rotational train- 
ing for more than 10,000 managers of retail departments and shops, in parti- 
cular those under 45 years of age who have no previous training. In the 
future, we should gradually apply the system under which those without pre- 
vious training will not be permitted to serve as managers. Units to be 
leased or contracted out should also train cadres before they do so. 

We should strictly carry out the system of “training new staff members and 
workers before letting them work." Responsible departments and working units 
should conduct training on professional skills for new staff members and 
workers, and make appraisals of their abilities before letting them work. 
The staff members and workers who do not accept training and appraisal tests 
or fail to pass the appraisal tests should not be allowed to work. 


Third, we should hold mass discussions on service work in order to create 
a fine social environment for offering good service. 


Achieving the cpaital's service w-ck is a great watter of the people of the 
whole municipality as well as a bounden duty of all trades and professions. 
Thus, the people throughout the municipality should care for and support the 
work and suggest ways and means for achieving the work. 


vommerce and service trades are key fronts for conducting socialist construc- 
tion. Service work is a cause of honorable and heroic significance. Labor 
service must be esteemed by society, since there is only a division of labor 
but no such an idea as one service trade being superior to another under the 
socialist system. People in all fields should respect the staff members and 
workers of the service trades, understand their hardship, support their work, 
and work together withthem to improve the service work. The staff members 
and workers of service trades who do not respect and even beat and curse 
consumers should be criticized, educated, and strictly dealt with. Siml- 
taneously, consumers who do not respect and even beat and curse the staff 
members and workers of the service trades should be criticized, educated, 
and strictly dealt with. 


We should concentrate a period of time within this year on holding great 
discussions on service work in order to mobilize the forces in all fields to 
imr che capital's service work. Our aim to hold the great discussions 
on :e work is to upgrade the people's understanding of service work, 

to ,-« rid of the old ideas of despising commerce and the service trades, 
and to create a fine social environment of respecting and grasping service 
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work. The great discussions will be aimed at arousing the enthusiasm of 

the staff members and workers of the service trades and the people of the 
municipality and improving overall social practices. So the press, radio, 
television, literary and art departments should enthusiastically engage them- 
selves in the great discussion activities and organize forces and give guid- 
ances to achieve the activities. We should widely disseminate the important 
significance of service work; vigorously commend advanced units and model 
figures; and enthusiastically advocate the moral practices of respecting, 
understanding, supporting and serving each other in order to enable the 

people throughout the municipality to consciously offer good service to others. 


5. We should conscientiously strengthen out leadership over service work. 


The key to realizing quality service lies in leadership. The party and 
governments at all levels throughout the municipality, in particular the 
municipal CPC committee and the municipal government, should regard the 
improvement of service attitude and service quality as a routine work, place 
it on their agenda, and firmly grasp the work of the next lower level. The 
party committees and governments at the district and country level and all 
bureaus, cooperatives and companies should bring into play their functions 
for providing good service since commercial and service trades are deconcen- 
trated and find it difficult to suit the demands of the people from different 
localities. 


Leaders of all units should do more solid deeds on a responsibility basis 

in order to solve practical problems one after another. Simultaneously, they 
are not allowed to work out principles and plans, to issue orders, to talk 
about principles, or to utter empty talk instead of doing concrete deeds. 
From now on we should regard whether or not the units and cadres achieve 
service work as an important criterion for assessing their work and judging 
their abilities. Both higher and lower levels should regard the service work 
as an important content in making mutual appraisals and examinations. The 
units and departments that fail to achieve their service work for a long 
period of time should be punished in accordance with economic laws, and the 
leaders of these units and departments should be called to account. It is 
necessary to readjust the leading bodies of these units and departments. 


The focus of strengthening leadership over service work should be on grasp- 
ing the grassroots and the front line well. The party's line, principles 

and policies should be implemented in the grassroots units. Likewise, the 
service attitude and level should also be manifested in the grassroots units. 
We should exert strenuous efforts to grasp the building of leading bodies 

of the grassroots outlets and conscientiously select some comrades with a 
high sense of policies, professional experience, a good knowledge of opera- 
tions and management, and an honest and upright style of work to serve as 
manag ws. We should implement the target control system amon; the respons- 
ible persons of work shifts and groups in the grassroote cutlets and establish 
a related assessment system. The managers who cannot attain the set work 
targets within the fixed time should not remain in their posts. It is neces- 
sary to recruit party members from the front line in an active and planned 
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manner, and to expand the backbone forces of the grassroots level. At pres- 
ent, about 40 percent of the grassroots outlets in the commercial and service 
sectors throughout the municipality do not have party members. This situa- 
tion is unfavorable for improving service work; therefore, it must be 

changed gradually. We should fully display the role of grassroots trade 
unions and CYL organizations and that of the workers’ congresses, and should 
strengthen enterprises’ democratic management. 


One of the major duties of leaders is to care for the livelihood of workers, 
and strive to improve their living and working conditions. The commercial and 
service workers have to undertake strenuous labor. Their working conditions 
are poor and there are many d:.fficulties in their livelihood. Many commercial 
outlets are old and shabby and out of repair, and some even do not have busi- 
ness buildings. The problems of workers concerning a shortage in housing, 
catering units, public bathrooms, and nurseries are still very acute. In 

the past, we failed to show full concern, to thoroughly study, and to solve 

in a timely manner these problems existing in the work and livelihood of the 
commercial and service workers. Such a situation must be changed realistically. 
The leading comrades of some advanced units in the service sector put it weil 
that leadership means service. In order to enable workers to render quality 
service to customers, leaders must also offer quality service to workers. 
Leading organs should improve their style of work, overcome bureaucratisn, 

and serve the grassroots levels and the masses. In order to solve the 

housing problems of the service workers, the municipal government has de- 
cided to distribute some dormitories to the commercial and service workers 

on the front line this year. Such a task will be carried out by the authori- 
ties of various districts. We should also organize the relevant departments 
to study a method concerning funds, land, construction, and management so as 
to gradually solve the housing problems of workers. Leaders of all units 
should support and pay close attention to the establishment of some small 
catering units, recreation rooms, nurseries, small shower rooms, and change 
rooms that brings conveience to the daily lives of workers. Of course, many 
problems of workers cannot be solved at one swoop. All problems which can 

be solved must be solved firmly. We should try our utmost to create condi- 
tions to solve those problems which cannot be solved for the time being. As 
for those problems which we are unable to solve, we should give a clear explana- 
tion to workers and do ideological work well. 


The above-mentioned problems are mainly directed against the commercial and 
service trades. The basic guidelines are also applicable to the tourist, 
communications, post and telecommunications, medical and public health, 
urban public utilities service industries, as well as all other service 
trades. Leaders of these departments and units should proceed their work 
from the specific conditions and units should proceed their work from the 
specific conditions in their own units together with the broad masses of 
workers, study measures for improving service, formulate feasible plans and 
implement them conscientiously. 


At present, the situation in all fields is good, thus laying a good founda- 
tion and providing favorable conditions for improving our service work. We 
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are convinced that under the direct concern of the CPC Central Committee, and 
with the supervision, help, and support of the broad masses of workers from 
all fields throughout China, we will surely raise the capital's service 

work to a new level and will create a new situation as long as the broad 
masses of cadres and the people in the municpality enhance their understand- 
ing, unify their thinking, meet the high standards and rigorous requirements, 
pools the wisdom and efforts of all, and work with concerted efforts. 
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JAPANESE-STYLE MANAGEMENT IN CHINA DISCUSSED 
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[Article by Lu Zhequan [0712 2124 2938]: "'Japanese-Style Business Adminis- 
tration’ in China"] 


[Text] The state's policy of the open door has led to the incorporation of 
China's economy into the greater global system. After recovering from the 
painful shock upon the discovery of China's backwardness obtained via a 
comparison of economic development at home and abroad, a rational analysis 
of the reasons for this backwardness reveals that technological backwardness 
is not the only cause, and that backward management is even more of a reason. 
Despite many instances of success in the theory and practice of enterprise 
management in China over 30-odd years, the overall level of business adminis- 
tration here lags approximately 20 years or so behind the developed nations. 
Our shocking lack of efficiency and quality has jolted us awake. 


What is the Chinese model of business management? What results and significance 
has the practice of Japanese-style business administration had in China? With 
these questions in mind, the author visited such Chinese-Japanese joint 

ventures as the Furi Television Co. Ltd., the Shekou Sanyo Factory and the 

China Dazhong Pharmaceuticals Co. Ltd., and other enterprises. After giving 

the matter much inquiring thought during the visits, I organized what I 

learned into this article for thinking people to persue. 


I. Necessity and Possibility 


"Japanese-style business management" was the result of the organic integration 
by postwar Japanese enterprises of Japanese national culture and traditional 
experience with European and American advanced management practices. It 
revolves around the basic model of common destiny, relies on group centrism as 
its ideology, lifelong employment for workers, seniority, and enterprise 
unions for support, stresses the human element and the energetic assimilation 
of advanced Western means and methods of management to produce a high level 

of efficiency and flexibility known throughout the world. Along with Japan's 
economic successes that became the focus of world attention after the 1970's, 
Japanese business management practices have won the increasingly growing atten- 
tion of international academic and business communities. A large volume of 








research on and practice of the Japanese experience has been conducted in 
Europe and America, and even in the Soviet Union and Eastern Europe. 


China's economic takeoff involves not only problems concerning the modernization 
of technology and equipment. Even more important is the modernization of 
management. If we wish to modernize our business management practices, the 
energetic study and borrowing of some Japanese management practices is 
absolutely necessary. This is because: 


A. Japanese-style business administration combines the best of modern manage- 
ment theory and practice to create a highly effective and streamlined management 
model. The Japanese learned modern management from its source in Europe and 
the United States and improved upon it to create a new model that has won 
worldwide acknowledgement and endless praise for its advanced scientific state 
and efficiency. By studying and learning from the Japanese experience, we 

can open the door to the study of advanced Western management and master 
theories and methods of modern industrial production and marketing. 


B. The study of the formation and maturation of Japanese business management 
is also useful to us from the reference point of view. The current level of 
China's enterprise management is generally equivalent to that of Japan from 
the mid-50's to the 1960's. At that time Japan had just been through a period 
of recovery and reorganization, and had hegun to enter into the stage of 
“Japanese-style management" in the modern sense. Therefore, seeing as Chinese 
enterprises have gone through several years of reorganization resulting in 
marketly improved management techniques today, our learning from the special 
characteristics of the formation and experiences of Japanese-style management 
via its practice in China in order to discover the proper route for a Chinese 
style of business management would be completely necessary and timely. 


C. Japanese management practices not only supported the development of 
Japanese enterprises during the country's period of rapid economic development, 
but are also playing a unique, all-encompassing, highly flexible role during 
the new technological revolution in progress today. Faced with the challenge 
of the new technological revolution, if Chinese enterprises cannot devise a 
management system adapted to it, they will not be able to master high flying, 
modern productive forces. The practice of Japanese-style management in China 
has given us opportunities and conditions to study and learn from the exper- 
iences of Japanese enterprise management. This is a shortcut and nothing more. 


At the same time, the practical possibilities involved in studying and learning 
from Japanese-style management can be seen. One possibility is: Management is 
a special kind of knowledge and culture, on one hand, having the social function 
and property of dealing with productive relations between people, on the other 
hand, serving to rationally organize the productive forces formed from the 
common labor process. Therefore, management is a special kind of culture that 
has no national or class characteristics, that has no national boundaries, and 
is determined only by the level of productive forces. Therefore, in Japanese 
management, it is quite feasible to filter out management methods and principles 
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suited to modern production. The second possibility is: Both China and Japan 
partake of Oriental culture, share a long history of cultural exchange and 
have many cultural traditions, ideologies, customs, and habits in common. 

Many of Japan's management techniques were originally learned from China and 
applied to Japan. The Japanese emphasize the study of Chinese classics such 
as “Sunzi Bingfa," “The Analects of Confucius," "Shiji" and others to learn 
the essentials of management technique and apply them to enterprise management. 
Mr Makoto Murayama, employed as an expert for the Japanese edition of RENMIN 
ZHONGGUO [PEOPLES' CHINA], has said, "The key to Japanese-style management is 
its ability to ‘stimulate,' and much of that originates in classical Chinese 
thinking." Even after the war, Japanese enterprises paid close attention to 
the management experiences of socialist China, such as the “two participations, 
one change and three combinations," democratic management and so on, and 
organically integrated them with Japanese management. Therefore, it is com- 
pletely within reason to claim that the study of the successful management 
practices of developed nations would be a better shortcut compared to conducting 
an inquiry on our own, and that Chinese enterprises would more easily absorb, 
assimilate, and improve Japanese techniques of business administration rather 
than those of Europe and the United States. 


Il. Channels and Levels 


Studying and learning from Japanese business management was first proposed as 
early as the 3d Plenum of the llth CPC Central Committee. At the time, in 
the report of the industrial enterprise management delegation to Japan 
organized by the State Economic Commission, it was observed that Japanese 
management practices contained many scientific things worthy of learning 
which we should conscientiously study and research. Along with the deepening 
of the reform and the expansion of the open door policy, Japanese management 
techniques have been implemented in China via different channels and at 
various levels. 


The first channel is that of academic research. Many scholars and researchers 
have begun to study the characteristics of Japanese business management, and 
the avenues and methods via which the Japanese have implemented modern manage- 
ment, have introduced Japanese theories and methods of enterprise management, 
and edited reports of delegations to Japan in order to provide reference 
information to our enterprises. They have primarily introduced and done 
research on the Japanese enterprise management magazines, "Modern Japanese 
Economics" and "Foreign Economic Management," the book “An Introduction to 
Japanese Enterprise Management," and the translation of "The ZQ Theory," "The 
Art of Japanese Enterprise Management," etc. 


The second channel is that of test trials and practice. Through study and 
inviting Japanese experts to provide guidance in Chinese enterprises, some 
Japanese management techniques have begun to be used within China's enterprise 
system, such as comprehensive quality control, value engineering, faultless 
planning, and enterprise diagnosis, all of which have achieved fairly good 
results. In some cases this has involved the systematic reform of Chinese 
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enterprises based on the knowledge gained from the study of Japanese business 
management. For example, upon seeing its weakness after a tour of large 
Japanese automobile enterprises, our "No 1 Automobile Factory" began to exper- 
iment with new ideologies, organization, and methods of management. In some 
cases individual methods of enterprise management were studied, such as "No 2 
Automobile Factory's" importation of comprehensive quality-control techniques, 
and the organization and popularization of quality control groups. In other 
cases, a Chinese enterprise selected one Japanese enterprise for comparative 
analysis and emulation, such as the Lanzhou Automobile Factory's study of the 
Honda Automobile Company's management, through which the Chinese enterprise 
was able to discover and overcome its weaknesses while making full use of its 
strong points, entering onto a new path of modernization in enterprise manage- 
ment. In yet other cases, systematic importation, study, improvement, and 
popularization was conducted of widespread management practices. For example, 
many Japanese experts were invited to lecture on enterprise diagnosis, which 
was followed by the creation of test sites within Chinese enterprises, and 
finally, by widespread application nationwide. Most of these channels involved 
the importation, study and emulation of widely applicable Japanese management 
methods which were fairly easily learned and obtained rapid results. 


The third channel entails the creation of Chinese-Japanese joint ventures, and 
the systematic application of Japanese business management in China. This 
results in the large-scale alteration of the organization form and management 
methods of Chinese enterprises and is quite thorough. By 1984, 57 Chinese- 
Japanese joint ventures had begun production and signed contracts. Each 
enterprise is striving to integrate Japanese management methods with China's 
reality, to discover a new route for the modernization of enterprise manage- 
ment. The management chacteristics of the most typical joint ventures can 

be summarized as follows: 


1. The China Nantong Liwang Co. Ltd. 


This joint venture entered upon by Japan's KAO Co. Inc., the Nantong City Light 
Industry Bureau, and the China International Trust and Investment Co. began 
formal operations in February 1983. Its characteristics in management are: 

a) "Streamlined management, full workloads." There are few management 
personnel; they account for only 4.84 percent of the total staff. There are 
fewer administrative levels with the implementation of the factory and produc- 
tion team management system. Management personnel all have several respon- 
sibilities and full workloads. The main office conducts most business and 
meetings are few. General study and activities are arranged for outside of 
working hours. b) Efficient, automated, scientific management methods. The 
KAO Co. has adopted many automated office tools such as data-processing mini- 
computers, electronic attendance-keeping machines and closed-circuit television 
in order to increase work efficiency. c) Methods to stimulate staff, such 

as "high rewards to industry and quality and heavy fines for sloth and poor 
quality." The KAO Co. has a strict set of factory regulations and discipline. 
All violators are punished according to the seriousness of their violations. 
The staff is rewarded for working hard at production and caring for the 
company, and encouraged to make frequent suggestions concerning work ration- 
alization. 








2. The Furi Television Co. Ltd. 


This company was formed by two companies from Fujian Province and three 
Japanese enterprises, and went into production in June, 1981. Its management 
characteristics are: In management organization, the application of the basic 
principle of the unity of responsibility and authority, entailing strict 
observance of organizational setup and a small, streamlined management force. 
Each cadre has both authority and responsibility. Authority is centralized, 
administrative levels are few, and management personnel uniformly apply the 
organizational principle of unitary leadership and "one man, many jobs; one 
post, many functions." A system of personal management responsibility has 
been created with a strict division of labor and clear delineation of respon- 
sibilities. In the system of cadre management, the principle of "choosing 

the superior and able" has been implemented. Supervisory staff has the authority 
to test, promote, recall, and reward their subordinates. Cadres are selected 
according to their work ability, daily performance, and test results. Regard- 
ing management methods, advanced means and methods are energetically promoted. 
In the realm of rewards and punishments, "large bonuses and strict punishments" 
are used. The company has a strict set of factory regulations and discipline 
which everyone must follow closely. There are no limits set on the size of 
bonuses and fines may be meted out to anyone, regardless of position. The 
creation of company uniforms, a company logo and song, and concern shown for 
the workers' lives has increased their sense of belonging to and pride in the 
company. 


3. The Shekou Sanyo Factory 


The name of this factory, located in Shekou, refers to one plant that is 
totally owned by Japan's Sanyo Electrical Machinery Co. Inc. and two others 
that are joint ventures. Production began in October, 1983. Management of 
the factory shows the following characteristics: a) The integration of the 
rectilinear and function systems, clearly delineated administrative levels, 
ranks, authority, and responsibility, the use of one large space for office 
work; b) the focus of management is on the grassroots production line, which 
is directly observed by the general manager via closed circuit television; 
each work group reports major economic norms directly to the general manager's 
office, and the scientific management departments are all linked up with the 
assembly line; c) the integration of behavioral studies and ideological 
education. There is not only a strict set of plant regulations and discipline, 
but attention is paid to improving the workers’ living environment and working 
conditions as well, in order to develop a feeling for the group and a sense 

of honor among the employees. A system of eliciting suggestions from the 
staff has been set up, and the masses are relied upon in management. 


In short, Chinese-Japanese joint enterprises are streamlined and efficient 
in organizational structure and use advanced scientific methods of management 
that are both liberal and strict. 
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These three channels represent three different levels of Japanese business 
Management as practiced in China, and are being gradually promoted from the 
lowest to highest level. The three channels affect and interface with each 
other, while transition is made and emulation occurs among the three levels. 
Academic research has provided guidance in theory and in introducing new 
forms for the direct practice of Japanese-style management, while practice 
has provided first-hand information and research topics for academic research. 
Study tours can lead to the creation of joint venture enterprises, which, in 
turn, provide direct models for other enterprises in their study of Japanese 
business management. These three channels and levels have led to a three- 
dimensional intersection among different industries and enterprises in their 
study of Japanese business administration and to the creation of a symphony 
of study, emulation, improving and innovation of Japanese management techniques. 


III. Results and Their Significance 


For China to study and learn from Japanese management practices is a trans- 
formation in Chinese business administration. Even if the change is not 
sufficient to change the whole picture, it has already had a fairly great 
effect on enterprise management in China and has achieved certain good results. 


First, it has infused our enterprises with modern management ideology, organ- 
ization, and methods, and popularized knowledge of modern management. In 
studying Japanese management practices, Chinese enterprises have integrated 
China's national conditions with the realities of Japanese enterprises, absorbing, 
to various degrees, their advanced, scientific strongpoints and mastering 
concepts of time, efficiency and marketing as relates to modern business 
management. While creating rational, highly effective management organizational 
structure, new probing research is being done utilizing advanced scientific 
methods of management. 


Second, enterprise quality has been enhanced and productivity raised. After 
studying, learning from or systematically adopting Japanese methods of manage- 
ment, many Chinese enterprises were strengthened, and remarkable results were 
achieved in labor productivity, product quality, new product development 

and adaptability. These results can be seen in large enterprises such as the 
"No 1 Automobile Factory" and the Tianjin Xingang Shipyard, and in middle-sized 
enterprises, such as the Changzhou Battery Factory and the Jilin City No 4 
Chemical Plant. It can also be witnessed in the total adoption of Japanese 
style management by joint ventures such as the Furi Co. and the Dazhong Co., 
and in the importation of individual management techniques and the partial 
adoption of Japanese practices by enterprises such as the "No 2 Automobile 
Factory," and the five Wuxi radio factories. 


Third, it has spurred on the reform of business management in other enterprises, 
bringing about definite social and economic benefits. For example, the Furi 

Co. conducted an overall diagnosis and reorganization of the Fukhou Construction 
Plastic Plant based on its [Furi's] own management methods, and in only 3 
months, turned deficits into profits. The plant's product quality now has 
attained advanced international standards. In 1984, remarkable results were 
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achieved in 24 enterprises by Fuzhou City's promotion of Furi's management 
practices, which were introduced to 100 enterprises in 1985. 


The practice of Japanese-style management in China has not only won gratifying 
results, but has also been quite significant in the search for a Chinese 
style of modern business administration. 


First, a convincing answer has been provided regarding the question of how to 
view advanced Western management methods. In theory, we have already acquired 
a clear understanding of this based on Marx's theory of duality, but in practice, 
we have had quite a few worries, and have refused to or limited study on the 
pretext of lack of suitability to national conditions. The practice of Japan- 
ese management in China has shown that our past inability to become accustomed 
to advanced Western management methods and habit of smelling exploitation and 
cruelty at the drop of a hat was usually due to our failure for years to 
implement strict scientific management, which led to inertia and irresponsibil- 
ity. This is something that should be ruthlessly negated. Of course, we are 
not negating comradely socialist personal relations, but are saying that 

strict management, clear rewards and punishments, and the unity of responsibil- 
ity and authority are internal managements needs necessitated by modern 
production, and should be forthrightly publicized and advocated. 


Second, effective experiences and methods on how to borrow advanced management 
techniques from the West have been provided. In the actual course of studying 
and learning from Japanese management, we have, via stages involving under- 
standing and study, research and sifting what is valuable, experimenting and 
discriminating, reviewing and popularizing, and innovating and development, 
developed the principle of "the Chinese experience as primary, borrowing 
widely from all sources, refining and extracting our own single system." 

This is equally applicable to studying and learning from advanced management 
experiences of other countries. All enterprises that were successful in studying 
and learning from Japan integrated their experiences in this with China's 
national conditions and enterprise special characteristics while importing 
Japanese management techniques, and conducted the appropriate reforms and 
overall readjustments, making contributions to management in China. 





Finally, the practice of Japanese style business management in China has been 
very significant in the creation of a Chinese style of management. Of primary 
importance have been the positive experiments in the Sinification and nation- 
alization of successful Western business management techniques. Secondarily, 
it has lead to the raising of the question of how to treat traditional Chinese 
culture and management experiences. While observing, in the course of studying 
and learning from Japanese management techniques, the clear national bias of 
the Chinese people against modern management, we have also witnessed their 
broadmindedness and ability to absorb. Many pearls of wisdom regarding modern 
management ideology are to be found within traditional Chinese culture. There 
is much deserving of review, improvement, and popularization in Chinese 
management practices already in existence. Finally, practice has shown that 
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a Chinese style of management can only be realized with the coordination of 
internal enterprise mechanisms and the greater environment of the social 
system. Internally, this requires a systematic integration on the conceptual, 
organizational, and methodological levels; externally, coordination between 
macroeconomic control, state policy, and the international environment is 
necessary, and of all this must form an integrated synthesis with the morality, 
habits, values, and cultural traditions of the Chinese nation. 


The practice of Japanese-style business management in China is just now 
unfolding. If we need its function and understand its significance, in the 
near future a new route for the modernization of Chinese enterprise management 
will surely be found, and a modernized, Chinese style of business management 
with Chinese characteristics will be created. 
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ECONOMIC MANAGEMENT 


PRICE INSPECTION GUIDELINES ISSUED IN ANHUI 
Hefei ANHUI RIBAO in Chinese 23 Feb 86 p 1 


{[Article: “Our Province Issues Provisional Guidelines for the Supervision and 
Inspection of Commodity Prices; Improve Management Over Commodity Prices, 
Enforce Commodity Price Discipline" ] 


[Text] The provincial government recently announced the promulgation and trial 
implementation in late January of the “Anhui Province Provisional Guidelines 
for the Supervision and Inspection of Commodity Prices." 


The announcement stated that the purpose of the "Provisional Guidelines" was 
to improve management over commodity prices, enforce discipline in commodity 
prices and to protect the interests of the state, producers, managers and con- 
sumers. The scope of the regulations include: limits of power of the state 
over commodity price management and principles, methods and means of execution; 
purchasing, allocation and transfer, ex-factory, wholesale, retail and other 
key prices set by the state for industrial and agricultural products; guide- 
line prices for industrial and agricultural commodities; price hikes for pro- 
ducts produced in excess of the quota, high-quality products, products bought 
and sold via negotiation, and final prices for materials sold in trading 
centers set by enterprises; fees for medical treatment, posts and telecommuni- 
cations, cultural activities, education, transportation, hydroelectricity, 
housing rental, hotels (including hostels and guest houses), etc.; prices for 
food and drink industries. Departments, units, and individuals meeting the 
following requirements were held up for praise and awarded prizes: maintained 
a complete commodity price organization and system of regulations; showed 
marked success in managing commodity prices; won the praise of the vast ranks 
of the masses; followed price discipline to the letter, made outstanding con- 
tributions; engaged actively in propaganda work on commodity price policy and 
discipline with good results; dedicated to one's work, made important con- 
tributions in inspecting cases of violation of discipline; energetically 
exposed action in violation of commodity price discipline; dared to stick 
one's neck out to protect and defend commodity price inspectors under attack 
or persecution. Comnodity price supervisory organs, industrial and commercial 
dedpartments or other professional supervisory departments shall mete out 
criticism and education, administrative action or economic sanctions according 
to the “Provisional Regulations on the Exercise of Economic Sanctions for 
Violations of Commodity Price Discipline." Cases involving violation of the 


60 





law shall be referred to judicial organs to determine criminal responsibility. 
1. Exceeding the limits of one's authority to set or adjust prices and 
infringing upon the interests of the state, collective and consumer. 

2. Engaging in speculation, changing fixed prices to negotiated prices and 
raising prices in a disguised way for a profit. 3. Raising ex-factory and 
allocation and transfer prices set by the state without permission or reducing 
the rate of differential between allocation, wholesale and retail, or whole- 
sale goods using state-set retail prices. 4. Refusal to send copies of docu- 
ments relating to setting and adjusting prices to commodity price inspection 
agencies. 5. Failure to implement or to possess a complete system of marked 
prices. 6. Protecting and encouraging action in violation of commodity price 
discipline. 7. Failure to cooperate or interfering with supervisory and 
inspection work over commodity prices. 8. Attacking and seeking revenge 
against persons who expose violations and commodity price inspection personnel. 
9. Price inspection personnel who neglect their duties and practice favoritism. 
There are three categories of those whose conduct violates price discipline. 
Enterprise units or individualized industrial/commercial housenolds that 
receive illegal income or cause the nation losses of 1,000 yuan or less are 
considered guilty of a general violation. Causing losses of 1,000 to 10,000 
yuen constitutes a general case of violation. Causing losses of over 10,000 
yuan is considered very serious and constitutes a major economic crime. Such 
cases will be investigated according to the law by the judiciary organs. All 
funds that have been received illegally will be confiscated, no matter what 
the nature of the case. All that can be given back to the consumers must be 
returned. Those who are unable to return what they have illegally procured 
will have the amount in question exacted from them. 


12221/12795 
CSO: 4006/898 
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I PRS-CEA-8€-094 
12 August 198C 


ECONOMIC MANAGEMENT 


LIAONING'S ECONOMIC SITUATION ANALYZED 
Shenyang LIAONING RIBAO in Chinese 6 Feb 86 p 1 


{[Article: “Improve Macroeconomic Control, Continue To Enliven Enterprises, 
Ensure Necessary Growth Rate for Industrial Production; Provincial Government 
Convenes Conference on Economic Work To Study and Analyze Liaoning's Economic 
Situation"] 


[Text] We must do a good job in improving macroeconomic control, continue to 
enliven large and medium-sized enterprises and further implement the series 
of policies and resolutions of the State Council and provincial government 
regarding the expansion of enterprise autonomy. A sustained, stable, coordi- 
nated rate of development must be maintained for industrial production. These 
are the demands raised by Vice Governor Bai Lichen [4101 4539 1820] in his 
Summation address to the Provincial Conference on Economic Work held by the 
provincial government. 


During the conference which was held in Shenyang from 31 January to 4 February, 
typical cases and experiences of enterpris: snlivenment in the province were 
reviewed and exchanged. The problem of how to handle ideological and political 
work relating to enterprise staff was studied and 23 “six good enterprises" 
and 52 “six good advanced enterprises" were held up for praise. 


After reviewing and analyzing the good results of the province's economic 
work last year, Vice Governor Bai Lichen emphasized five problems that must be 
dealt with in this year's economic work. 


~-Continue to give first priority to the overall economic reform and concen- 
trate on several key points: 1. Continue to enliven enterprises, in 
particular, large and medium-sized enterprises. We must thoroughly implement 
the series of policies and regulations of the State Council and provincial 
government on expanding enterprise autonomy. No department or unit may try 
to block or intervene in any autonomy already granted the enterprises over 
production. 2. Macroeconomic control must be properly augmented to attain 
the goal of orderly but lively management. We must change our one-sided ways 
of implementing funding control, exploit all resources of capital, improve 
returns on credit, and accelerate the rate of return from investment. 3. We 
must truly tackle the problem of enterprise management. The issues enterprises 
are faced with at present require them to take a good look at themselves, 
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improve their quality and gradually strive to shift from traditional manage- 
ment methods to modern, scientific ones. 4. We must make great efforts to 
develop horizontal economic relations. Develop multichannel, multilevel, 
multiform horizontal and vertical ecunomic contacts and study and resolve new 
situations and problems that emerge from the contacts. 


--Sustained, coordinated, stable development must be maintained for industrial 
production. Excessively high speeds are admittedly unacceptable, but so are 
low speeds. Under the premise of increasing economic returns, the growth 

rate of industrial production in the province must be maintained at at least 

8 percent, and great efforts should be made to enable it to reach 10 percent. 


--The pace of technological innovation must be stepped up. The smallest 
possible amount of foreign exchange must be used to import key equipment, 
technology, management techniques, and personnel. 


--Foreign exchange earned via export must be raised to new heights. Machinery 
and electrical products account for a large proportion of products in Liaoning, 
and export possibilities are great. These products must be transformed as 
rapidly as possible into major ex, ort products for the province. We must do 

a good job in the construction of the first 10 export commodity bases created 
by the provincial government and the 100 industrial export product plants and 
mines and implement the policy giving preferential treatment for export 
products. 


--We must seriously strengthen ideological and political work. Office and 
bureau chiefs, factory directors, managers, section heads, and workshops chiefs 
must all do ideological and political work as must political cadres, to create 
a new situation in which workers and youth in both party and government all 
participate. 


Chen Suzhi [7115 4790 5347], provincial CPC committee secretary, delivered a 
concluding address to the conference on arousing the enthusiasm of managers 
and producers. 


12221/12795 
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ECONOMIC MANAGZMENT 


PRICE REFORM IN SHANGHAI DISCUSSED AT SYMPOS [UM 


Shanghai SHANGHAI JINGJI (SHANGHAI'S ECONOMY) in Chinese No 2, 15 Apr 85 pp 9- 
11 


{Article by Li Fan [0632 3879] and Zhang Hongming [1728 3126 6900], Shanghai 
Academy of Social Sciences: "Price Reform in Shanghai." Abridged from an 
article presented at the Symposium on the Reform of the Economic System of 
Shanghai Municipality] 


[Text] I. Present Situation and Problems of the Price Reform in Shanghai 


Much work has been accomplished and much success has been attained in price 
reform in Shanghai during the last few years, carried out under the correct 
leadership of the State Council and in accordance with the unified 
dispositions of the Central Committee. However, compared with many fraternal 
provinces and municipalities, the pace of price reform in Shanghai has not 
been fast enough. Especially compared with such provinces as Sichuan, 
Guangdong, and Jiangsu, it becomes evident that action in Shanghai has been 
comparatively slow, that price management has not been sufficiently flexible, 
and controls too profuse and too rigidly centralized. Generally speaking, the 
pace at which the price reform has been conducted in Shanghai, therefore, does 
not yet meet the needs of reform and of Shanghai's vigorous development. 


A detailed analysis of the progress of Shanghai's price reform reveals’ that 
price reform in Shanghai before 1984 proceeded at a seriously slow pace. In 
concrete ‘erms: (1) When controls for extra-plan means of production were 
relaxed in most provinces and municipalities throughout the country, Shanghai 
persisted in inflexible price control measures, with the result that the 
demand of the city's enterprises for needed raw and semiprocessed materials 
could not be satisfied, which in turn to a certain extent had an adverse 
effect on the development of production. (2) When restrictive controls for 
agricultural and sideline products of the second and third categories were 
relaxed and replaced by trade at negotiated prices in many provinces and 
municipalities, Shanghai persisted in not relaxing, or only slightly relaxing 
such controls, and continued financial subsidies and assumption of financial 
responsibilities with regard to many agricultural and sideline products of the 
third category, with the result that Shanghai's financial burden grew heavier 
day by day. At the same time, as many commodity prices were lower than 
outside, Shanghai took on the form of a "depressed price basin," and that 
resulted in shortages on Shanghai markets. Some commodities had their prices 
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but were nowhere to be found, to the great inconvenience of the needy 
consumers. (3) When the state had prescribed that pricing of small 
commodities of the third category should be relegated to the enterprises and 
prices be negotiated between industry and commerce, Shanghai was slow in 
taking action and did not promptly implement the prescribed measures. 


Beginning in 1984, especially since the latter half of last year, Shanghai 
accelerated its reform of the economic system, and new progress was also made 
in price reform. In concrete terms: (1) Adoption of flexible pricing 
measures regarding trade in extra-plan means of production helped the flow of 
natural resources into the Shanghai market and promoted production and 
circulation. (2) Rational adjustment were made in the prices of manufactured 
goods for daily use, which for a long time had been traded at a loss or with 
little profit above production costs, end in the fees for labor or services; 
items referred to here are mosquito-repellent incense, glass liners for 
thermoses, chinaware for daily use, iron pots, aluminum articles, as well as 
clothing processing charges. (3) At the same time as supplies at parity 
prices were instituted for several items of main nonstaple foodstuffs, trade 
at negotiated prices was opened up for poultry, fresh eggs, aquatic products, 
etc. Pricing for agricultural and sideline products of the third category was 
completely freed, and enterprises were allowed to trade at their own 
discretion in such articles as fresh fruit, dried fruit, dried vegetable, etc. 
(4) For certain industrial goods for daily use such flexible measures as 
pricing according to quality, high prices for high quality, and floating 
prices were instituted. For instance, higher prices were set for high quality 
woollen goods, different prices according to colors and designs were set for 
cotton prints and yarn-dyed fabrics, and floating prices were allowed for 
garments, etc. Besides these measures, the leading departments concerned 
relegated pricing rights for certain lots of industrial products of the second 
and third categories rank by rank down to lower authority and also relaxed 
price controls over township and rural collective enterprises and trades 
operated by individuals. 


The following are the main problems that presently exist in price reform at 
Shanghai: 


1. Too many commodity prices are still under local administrative control. 
Apart from such industrial commodities which are on the list of items for 
which prices are to be centrally controlled by the commodity price control 
department of the municipality, a considerable part of commodities not so 
listed are still being managed and controlled by the commodity control 
department of the municipality, which up to this date has not yet clearly 
delegated down the rights of their control. At the same time, commodity 
prices which by rescript should have had their rights of control delegated 
down have had such prescriptions not yet conscientiously implemented, so that 
the rights of the enterprises to price such items have not yet materialized. 


2. Purchase and sales prices for some agricultural and sideline products used 
as industrial raw materials and for some major nonstaple foodstuffs have 
turned upside down and are still being supported by financial subsidies. For 
instance, leather is this year still being procured at high prices and 
Supplied to production enterprises at low prices, requiring an estimated 





subsidy (or assumption of financial responsibility) of 40 to 50 million yuan. 
Meat, poultry, eggs, and vegetables, as far as they are now supplied at parity 
prices, are still being subsidized. Commercial enterprises that last vear 
dealt in these commodities had losses of 250 to 260 million yuan, andif the 
subsidies are continued this year they will run to about the same figures. 


3. In controlling pricing by the tertiary industries and fees for labor 
services, we need to break away from traditional concepts and old molds in 
our thinking, pricing methods, and the actual setting of prices, and hence 
manage and revitalize the pricing in the tertiary industries. For instance, 
for along time we treated catering services as welfare undertakings, with 
the result that the Shanghai catering services became poorer and poorer and 
slowed down in their development. This demands that we change our concept of 
them from that of welfare undertakings to one of profit-making enterprises, 
and that we, furthermore, adopt differentiated guiding principles according to 
the different grades of consumption needs. As to the control and setting of 
prices for scientific and technological transfers and consultations, and for 
information services, there is also the problem of appraising prices for the 
results of intellectual labor and for intellectual property. 


4, We exert tight control over the pricing of state enterprises and large 
enterprises; loose control over collective enterprises, individual 
entrepreneurs, and small enterprises; tight control over the pricing of old 
collective and large collective enterprises, and loose control over new 
collective and small collective enterprises. As a result the state 
enterprises, large enterprises, especially large state-operated enterprises, 
have to suffer various restrictions in their business operations, which has an 
adverse effect on the revitalization of large state enterprises, leads to an 
unfavorable competition between the large state enterprises with collective 
medium and small enterprises and individual entrepreneurs, and is unfavorable 
for having the state enterprises play a leading role in the market. 


Generally speaking, since last year large progress has been made in the price 
reform at Shanghai, but compared with fraternal provinces and municipalities 
which have reformed much quicker, there is a considerable disparity, not only 
in the guiding philosopht but also in the concrete rate of progress. It is 
necessary to forge ahead energetically and to try hard to catch up, and, 
moreover, to overtake them as soon as possible. This, then, is the arduous 
task and the serious problem which Shanghai faces in the course of its reform. 


II. Some Suggestions for Shanghai's Price Reform 


In its "Resolution on the Reform of the Economic System," the 3d Plenum of the 
12th CPC Central Committee has clearly stated its policy and principles in the 
matter of reforming the pricing system. Recently, leading comrades of the 
State Council, furthermore, presented some tentative ideas on the specific 
implementation of the price reform. The problem that is now before us is to 
integrate the spirit of the Central Committee directives with the actual 
conditions of economic developments in Shanghai and to adopt, firmly and 
courageously, realistic and feasible measures of price reform. We must seize 
the present opportunity and put the said measures into practice. With this in 
mind, we present the following few suggestions: 
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1. The price reform at Shanghai, while safe and sound in its progress must 
strive for speed 


Premier Zhao put forward a strategic demand for Shanghai's reform and vigorous 
development; this is Shanghai's glorious task and also its special 
responsibility toward the entire country. In the course of reforms, Shanghai 
should play the role of a "pioneer that paves the way," making every effort to 
march ahead of all fraternal provinces and municipalities. This should also be 
the case in the price reform. Of course, price reform is arduous and complex 
work, for which it is necessary to adopt a vigorous as well as stable and safe 
policy. However, a "stable and safe" method has absolutely nothing in common 
with such attitudes as hesitation and indecisiveness, or marking time without 
progressing, or following others and imitating someone else's every move. As 
Said earlier, there exists already a disparity when we compare Shanghai's 
price reform with that of the fraternal provinces of Guangdong and Sichuan, 
where reforms have progressed so much faster. It is now up to us to make the 
effort not only to catch up, but even to overtake the others. This requires a 
Stable and safe progress with a striving for speed, and requires vigorous 
exertions to get ahead. As to the time element, the Central Committee demands 
that we strive to achieve the orderly regulation of China's prices within the 
period of the Seventh 5-Year Plan. From now on, that leaves us only 6 years. 
If Shanghai now even aspires to a leading position in the reform process of 
the entire country, it will take an extra 1 or 2 years, so that we are only 
left with 4 or 5 years. Conscious of the fact that we have to accomplish this 
arduous task in so short a time, how can we possibly still allow ourselves to 
wait and idly look on? 4We know that price reform is the key element in the 
reform of the economic system. Without price reform, many economic reform 
measures cannot be implemented. Without revitalizing our prices, the economy 
cannot truly be revitalized. It is therefore necessary in Shanghai's price 
reform to have safe and stable progress with vigorous efforts for its speedy 
accomplishment; this is self-evident. 


2. The price reform must effectively guarantee the economic interests of 
Shanghai's urban and rural population, and "effectively protect the real 
income of the large urban and rural population from any reduction due to the 
adjustment of prices." 


It is imperative to effect price reform. However, price reform affects the 
vital interests of thousands upon thousands of households; it has to be 
handled with great care. Hu Yaobang proposed that price reform must "start 
with raising wages, followed by raising commodity prices." This is an 
important principle. Judging by the conditions experienced in several 
readjustments of commodity prices in recent years, whenever the adjustment of 
commodity prices was harmful to the vital interests of the urban and rural 
population, there were strong objections from the masses and very forceful 
reactions. In the opposite case, there were comparatively few objections, and 
the reforms could gain the support of the masses. It is our opinion that if 
price reforms are carried out in so large a city as Shanghai, first and full 
consideration must be given to the urban and rural population, particularly to 
the interests of the workers and intellectuals who rely on their wages and 
salaries for their livelihood. We must place this problem into a prominent 
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position, adopt effective measures and make appropriate arrangements. The 
reform could then avoid "fear of disturbance in the rear," and the leading 
departments would then be free to courageously carry out the reform and engage 
in further explorations. The most important factor in guaranteeing the 
economic interests of the urban and rural population is a linkage between the 
income of the urban and rural population and the commodity prices. This can 
be achieved in two ways: One way would be, when raising the costs of the 
basic necessities of life, or of gas, water, electricity, rent, etc., to grant 
employees and workers (including their dependent relatives) corresponding 
commodity price allowances. The allowances must not be lower than the losses 
they suffer from the rise in prices. The other way would be, when carrying 
out salary and wage reforms, to include a commodity price allowance in their 
Salaries and wages, and thereafter use the cost of living index to link 
Salaries and wages with commodity prices, allowing salaries and wages to 
fluctuate according to the cost of living index. This would be a very good 
means of effectively guaranteeing that the real income of the urban and rural 
population would not be reduced, as it would also be an important condition to 
ensure a smooth progress for the price reform. 


3. Specific ideas on the price reform at Shanghai: 


(1) A reform of prices for means of production has no direct effect on the 
livelihood of the urban and rural population, so that the pace of these 
reforms could be somewhat faster and on a larger scale. Apart from items 
designated by the state to be bought and sold according to directive-type 
planning, in which cases the prices fixed by the state must be observed, all 
other items available for extra-plan buying and selling should generally be 
allowed to float within a certain range, based on the prices fixed by the 
state. As to the range of this floating, it could, if necessary, be allowed 
to break through the 20 percent limit. 


(2) The state has already explicitly indicated that the prices for 
agricultural and sideline products shall be gradually freed. Following the 
daily widening reform and opening up of the economy, Shanghai, as the largest 
economic center of the entire country, is bound to experience a steady stream 
of agricultural and sideline products flowing into and out of its markets. It 
is therefore imperative in the case of Shanghai too that prices for 
agricultural and sideline products should be freed. It is our opinion that 
apart from key products centrally controlled by the state, such as grain, 
cotton, and oil, it would be possible to completely free the prices of all 
agricultural and sideline products, such as prices for pork, beef, mutton, 
poultry and eggs, aquatic products, and vegetable, for which purchase and 
selling prices are now in a topsy-turvy position, after granting consumers 
certain commodity price allowances. As to agricultural and sideline products 
that are used as industrial raw and semiprocessed materials, such as leather, 
one may, after adjustment of salaries and wages, abolish subsidies for these 
and at the same time appropriately adjust the prices of the finished products. 
As to the prices of other agricultural and sideline products, one should also 
make active preparations, seize the opportunity and gradually effect 
adjustments. 


(3) As to imported raw and semiprocessed materials used for the development 
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of production, they may be sold at negotiated prices according to market 
conditions. If the imported material is of high quality, a certain increase 
may be added as a quality differential. If the cost price of the imported 
products, after adding charges and profit, exceeds the negotiated market 
price, an appropriate subsidy should still be granted by the finance organs. 
This will help lighten the financial burden and will be beneficial for a 
gradual approximation of the domestic prices to the international level of 
prices, thus providing conditions for a further opening up of the economy. 


(4) As to the prices for industrial goods for daily use, apart from those 
items which are subject to directive-type planning and for which the prices 
fixed by the state must be observed, and apart from other items for which the 
State has made definite provisions, the scope of floating prices could be 
appropriately expanded to them, under the guidance and control of the 
municipal department in charge of commodity prices. The prices for industrial 
goods for daily use affect the immediate interests of the urban and rural 
population. To guarantee meeting the needs of the population of Shanghai as 
regards industrial goods for daily use which are in short supply, the system 
of issuing purchase ration cards for industrial goods for daily use may again 
be reverted to, and they should be supplied at parity prices. Prices may be 
freed for any items that are not supplied against ration cards. 


(5) Prices charged by the tertiary industries must be revitalized. The scope 
of the tertiary industries is rather broad, some of its sectors are closely 
bound up with the livelihood of the people, such as house rent, charges for 
water, electricity, and gas and local transportation. When adjusting price 
and charge standards in a rational way, the urban and rural population must be 
given a corresponding commodity price allowance. For the price and charge 
standards in the case of some traditional branches of the tertiary industries, 
such as the catering services, the hotel industry as well as laundering and 
dyeing shops, barbershops, bathhouses, photo shops, differentiating guidelines 
must be adopted depending on the needs of the consumers and the different 
levels of such services. Those that are closely linked with the livelihood of 
the people, such as small eateries, public eating halls, an appropriate profit 
margin should be prescribed; requiring these enterprises to sell large 
quantities at low profit, but allowing them a certain profit to accumulate 
funds for reproduction. As to prices for items of high-quality consumption 
and services, such as consumption at high-grade bars and restaurants, hotels 
and hairdressers, prices could be left completely free, allowing the 
enterprises to fix their own prices. In some cases members of the same trade 
could determine a differentiated scale and range of standard prices. As _ to 
prices for newly arising tertiary industries, such as prices for the transfer 
of science and technology, for consultation or information services, further 
study and exploration is needed, but for the time being they could be allowed 


to be freely set. 


(6) As to prices for commodities not explicitly listed as to be administered 
by the relevant departments of the central government and also not clearly 
designated as items for which pricing authority is explicitly relegated to the 
enterprises, the municipal department in charge of commodity prices must 
further study and gradually clearly and definitely determine control limits. 
Unless really necessary, they should as far as possible not be listed among 





the items to be controlled by the municipal department in charge of commodity 
prices. For some of these items, the system of floating prices may be 
applied, to avoid too widespread controls and too rigid centralization of 
control. Apart from these matters, it is necessary to investigate, exercise 
supervision and urge implementation in the case of those items for which 
relegation of pricing authority has been explicitly prescribed in relevant 
documents, but for which such relegation has not yet been conscientiously 
implemented, in order to have the pricing rights of the enterprises truly put 
into practice and to consolidate the results of the price reform wherever such 
results have already been achieved. 


9808 
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ECONOMIC MANAGEMENT 


DELEGATION OF AUTHORITY IN SHANGHAI INDUSTRY ANALYZED 
Survey on Delegation 
Beijing LIAOWING [OUTLOOK] in Chinese No 5, 3 Feb 86 p 17 


[Article by Shang Lu [1424 7120]: "A Survey on the Delegation of 
Authority in Shanghai's Industrial Enterprises" ] 


[Text] Recently we conducted a survey on the implementation of the 
delegation of authority provisions in some state-run enterprises in the 
city. A total of 483 questionaires were distributed of which 401, or 83 
percent, were returned completed. 


We divided the delegation of authority provisions into seven categories. 
According to the answers to the questionaire, implementation is the best 
in the purchase of materials, funding allocation and planned readjustment. 
Internal enterprise integration, product price setting, enterprise sales 
of products, and personnel disposition had a poorer showing. 


Key: 1. Delegation of Authority Categories. 2. Power 3. Partial Power 

4. No Power 5. Power to arrange production after fulfilling quota 

norms and plan obligations 6. Power to readjust plans (due to changes 

in supply and demand) 7. Power to readjust plans (due to lack of raw 
materials and fuel and difficulties in sales) 8. Power to sell enterprise's 
own products 9. Power to set prices 10. Power to select and purchase 
materials 11. Power of allocation over the five funds 13. Power over 
administrative set-up and personnel selection 12. Power to lease out fixed 
assets 14. Power to recruit technicians and managers 15. Power to 
recruit workers 16. Power to determine wage forms 17. Power to increase 
wages (3 percent) 18. Autonomy of combined enterprises 


Some Views on the Delegation of Authority 


It is believed in many enterprises that there is too much pressure on them 
from the directive planning system which often exceeds their production 
capacities. In addition, directive planning has not been able to guarantee 
the provision of the raw materials it is supposed to guarantee, so even if 
the supervisory departments grant the enterprises the right to adjust the 
plan, it is not very meaningful. 








As for the power to market products and set prices, some enterprises have 
said that often it happens that when the enterprise sells products produced 
in excess of the quota in the first year, the supervisory department 
increase plan norms in the second year, making it impossible for the enter- 
prise to overfulfill production targets. Since enterprise power to sell 

its own products exists in name only, it is difficult to implement its right 
to set prices. Even with the right to market products, there is no 

power to set prices due to the restrictions of supervisory or general 
departments. For example, say a purchasing department agrees to a price 
increase of 5 percent for the prize-winning medium length imitation woolen 
print cloth of a certain factory. If the supervisory department disagrees, 
there is nothing that can be done about it. The right to set product prices 
in industries for whom it is easy to manufacture new products and products 
that are not needed in daily life is better impelmented. 


Most enterprises believe that the power over the allocation of funds has 
been implemented fairly well. The enterprises can obtain funding for 
various projects according to the ratios set by regulations, and can 
basically dispose of the funds as they wish. The major problem in this 
regard is the percentage of funds that can be retained is too small and 
cannot effectively enhance enterprise strength. 


As for the power to utilize retained foreign exchange, most enterprises 
feel they do not have this right, which is primarily exercised by the 
supervisory departments, leaving the enterprises in a very passive 
possition. 


Most enterprises reported that their power to select and purchase materials 
had been well impelmented. However supervisory departments still try 
to force enterprises to purchase materials in overstock. 


Fnterprise power over the recruitment of staff cannot yet be implemented. 
Most workers are recruited first by the departments of labor personnel 
and then by the company before reaching the enterprise. Due to the 
restrictions of the general departments, the enterprise lacks the power to 
recruit the necessary technical and management personnel from other units 
and regions. Similarily, under the state unified system of contract 

for total wages, most enterprises accept whatever form of wages may be 
determined by higher authorities. 


The Enterprises’ Hope 


1. In most enterprises it is believed that the foremost problem that needs 
to be resolved in stimulating the enterprise is the reform of the 
supervisory departments that have power over the enterprises. This 
includes the reorganization or elimination of administrative companies, 
changing the functions at the bureau level and establishing voluntary 
industrial associations. The enterprises stressed in particular that it 
would not do to first delegate authority and then reform the company 
management system. 
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2. It is believed in many enterprises that the key to decentralization 
lies in the power over the pursestrings. If this is not relinquished to 
the enterprises, delegation of the other forms of authority is meaningless. 
The right to utilize the five funds is merely part of financial power, and 
it is just this part that is frequently restricted by directives from 
supervisory departments. For example, the use of bonus funds and taxation 
is already restrictive enough without adding administrative commands on 
top of that. It is the belief in the enterprises that the state should 
stress control over taxation, and product variety and quality, leaving 
more autonomy to the enterprises on other issues. 


3. The enterprises report that their heavy social burdens make the task 

of enlivening difficult. For example, enterprises must spend much to 
support social welfare measures for their employees, something which 

should be the responsibility of society, not the enterprises. Otherwise 
enterprises cannot be improved and truly enlivened. Society can only obtain 
more financial assistance when the enterprises have been genuinely 
enlivened. 


4. It is believed in the enterprises that an overall plan for the reform 
must be created as rapidly as possible, thus encouraging leadership depart- 
ments to do a good job of integrated balancing and avoiding bureaucracy 

in government and pointless wrangling, which leaves the enterrpises 
helpless. 


Analysis of Decentralization 
Beijing LIAOWANG [OUTLOOK] in Chinese No 5, 3 Feb 86 p 18 


[Article by Lu Zhangjie [7120 4545 3381]; "An Analysis of a Survey of 
Delegation of Authority in Shanghai Enterprises"] 


[Text] It has been more than 1 year since the promulgation of the State 
Council's "Provisional Regulations Concerning the Further Expansion of 
Enterprise Autonomy," (or the “Provisional Regulations" for short). 

Have the enterprises, in particular the large and medium-sized enter- 
prises won the rights due them of microeconomic control? What are the 
major problems in the implementation of the delegation of authority to 
the enterprises? What suggestions and ideas are there at present 
regarding the resolution of these problems? These are important questions 
in the enlivenment of enterprises, especially large and middle-sized ones, 
questions that have elicited widespread concern. Recently Shanhai 
conducted a survey concerning these problems. 


The broad scope of the survey encompassed the machinery and electronics 
industries, light industry, textiles, chemical, metallurgic, handicraft, 
and other industries. 





Shanghai's delegation of authority to the city's enterprises can be 
summed up and placed in the four following categories: 


The First Category: More than 90 Percent of Delegation of Authority 
Provisions Implemented; 12 of the 401 Enterprises Taking Part in the Survey, 
or Approximately 3 Percent, Belong to This Category. 


The powers not yet delegated to these enterprises consisted primarily 
of the right to set high prices for products of high quality which was 
initiated in 1985 in a supplementary regulation, the right to readjust 
and utilize part of their retained profit, etc. Most of these enter- 
prises are small-scale and state-run. Few of their products come under 
the directive plan, their management is fairly flexible, and the 
supervisory departments do not interfere much; therefore they have a 
bit more autonomy. 


The Second Category: 201 Enterprises, or Approximately One-Half of the 
Total Saw an Implementation Rate of More Than 60 Percent. 


These enterprises gained autonomy over: the limited utilization of funds, 
personnel management, the right to determine institutional setup, right 
to link up with the interior, etc. Powers that have not been implemented 
or have been incompletely implemented include: the right to make 

plans, to sell products, to purchase materials, to choose wage forms, 
etc. These enterprises showed varying degrees of implementation. 
Authority to trial enterprises was better delegated than to other enter- 
prises; supplementary type autonomy was implemented somewhat better than 
autonomy in key areas; implementation in experimental type enterprises 
was somewhat better than in conservative type enterprises. Most of these 
enterprises were medium-sized and state-run. 


The Third Category: There Were 173 Enterprises for Which Less Than 60 
Percent of the Provisions Were Implemetned, or Approximately 43 Percent 
of the Total. 


These were for the most part, older enterprises that manufacture 
traditional products that sell well. Directive planning sectors raised 
quotas for these enterprises at each level. making it impossible to 
overfulfill production targets. Therefore the enterprises clearly had 
no way of exercising the right to selling products produced in excess 

of plan norms. In addition, some rights delegated last year were later 
revoked by the supervisory departments after the appearance of new im- 
balances and contradictions, such as the right to make plans, sell 
products, purchase materials, and so on. Relatively speaking, somewhat 
more of these enterprises were of traditional types rather than the new, 
and tended to be large-scale rather than medium- and small-scale. 

There were also somewhat more advanced enterprises with a higher base 
and better economic returns as opposed to those average enterprises with 
a power base but possessed of great potential. 
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The Fourth Category: There Were 15 Enterprises, or Approximately 4 Percent 
of the Total, for Which the Frovisions Were Basically not Implemented. 


These enterprises consisted of two types: One was the key, priority-type 
enterprise to which a minute amount of authority was delegated, while 
power over larger concerns remained centrally and rigidly controlled. 

The other type occurred in the situation in which cadres had been granted 
authority but could not use it or lacked the courage or ability to do so. 
Cadres such as these cannot meet demands on them for competency necessary 
in working in a planned commodity economy. 


The reasons for this failure to truly implement the delegation of 
authority are as follows: 


1. Planning management: When there is no clear distinction between 
directive and guidance planning, some guidance planning is, in fact, 

made to correspond to the demands of directive planning. In addition, 
there is a definite gap in the supply of raw materials under the directive 
plan, but enterprises cannot purchase them on the market at negotiated 
prices, increasing product costs which are difficult for the enterprises 
to absorb and assimilate. 


2. Product sales. In order to fill the gaps in raw materials supply 

for the entire industry, some supervisory specialized departments 
frequently hoard hot-selling products to use in exchange for materia!s 

in short supply, thus rendering meaningless the right of the enterprises 
to market their own products. Some enterprises manufacture products 

of some reputation on the domestic market, but prefer that they not be 
designated as quality name-brands in order to maintain the right to 
market them. As a certain factory director put it, "There's more freedom 
dealing in ordinary products than in premium brands." 


3. Purchase of materials: Supply in centrally allocated materials does 
not currently meet demand. As a result, enterprises can only make do with 
what they have and comparison shopping is quite impossible. In addition, 
in order to guarantee completeness of materials in their own regions, 
systems and industries, some supervisory departments use their power to 
defy the law and take restrictive “protective measures," such as not 
allowing the enterprises to purchase materials from other regions. systems, 
or industries, thus preventing the complete implementation of the 
delegation of authority over materials purchase. 


4. Administrative setup: Due to the restraints involved in lateral and 
vertical relationships, criticism and resistance are often encountered 
from all quarters when attempts are made to organize first-rate, stream- 
lined, professional business units. Although no rigid regulations have 
been made at present for enterprise organizational setup, demands are still 
made through discussion for the creation of counterpart structures at 

all levels. If the enterprise does not comply, it will do poorly on any 
inspection, comparative appraisal, acceptance test, or review conducted by 
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higher authorities. As a result, enterprise organizational structures 
increase rather than decrease in number. 


5. Combined operations: If an enterprise wishes to engage in a joint 
venture with a certain unit in the hinterland, it must submit reports at 
all levels and go through numerous administrative formalities. If just 
one department exercises its “veto power" or adopts a strategy of pro- 
crastination, the project comes to a halt. 


6. Personnel: Departments of labor and personnel still insist on supplying 
enterprises with unnecessary staff and intervene in the recruitment 

of personnel. Thus the enterprises have no power to recruit labor from 
society as a whole. 


7. Factory director responsibility: In some factories where a director 
system is being put to trial use, all the CPC committee secretary has to 
do is disagree, and any decision of the director is null and void. In 

a minority of enterprises the party committee secretary still takes care 
of everything and the lack of distinction between party and administration 
remains. 


In summation, after the State Council issued the “Provisional Regulations" 
in coordination with the government of Shanghai, the various bureaus 

and companies did delegate some authority, generally improving on 
strengthening the enterprises and, increasing economic returns. 

However, there is much unevenness in the implementation of the regulations 
throughout the city. Some supervisory departments have not yet completed 
the shift to primarily indirect control over the enterprises, while 

some intermediary departments have interfered with authority granted the 
enterprises by the state. As a result, some large and medium-sized 
state-run enterprises in Shanghai are still stagnant to varying degrees. 
Of course, strengthening and enlivening the enterprises primarily calls 
for efforts by the enterprises themselves, but the issue of how to further 
implement the delegation of authority in all areas in order to provide the 
enterprises with a better operating environment and external conditions 

is also an important question that must be studied in order to economically 
stimulate the enterprises and further advance the reform. 


Commentary on Shanghai Survey 
Beijing LIAOWANG [OUTLOOK] in Chinese No 5, 3 Feb 86 p 19 


[Commentary by Lin Chen [2651 2525]: "Setting our Mind" at Ease over 
Delegating Authority") 


[Text] Judging from the Shanghai survey, much progress has been made in 
stimulating enterprise reform: more than one-half the enterprises have 
obtuined most of the autonomy due them. However the survey also showed 
that very little authority was actually implemented to large and mediun- 
sized enterprises. 
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What has led to this state of affairs? 


One reason is that some localities and supervisory departments simply do 
not wish to delegate authority. With power comes convenience and profit. 
Therefore much of the authority gratned the enterprises by the state is 
interfered with by the various administrative companies. The second 
reason is that there are some large and medium-sized enterprises that 
genuinely lack flexibility, are poor in overall management capacity, 

lack the pioneering spirit and cannot or are afraid to use the autonomy 
already granted then. 


However, the key reason lies in the fact that some supervisory departments 
and localities do not completely comprehend the reforming measure and 
concept of the delegation of authority. Authority may have been 
delegated according to the regulations of the State Council, but these 
people cannot set aside their fears. Large and medium-sized enterprises 
are the lifeblood of the national economy. In the past, they were 
always under the direct control of various levels of leadership. All 
levels of government and the various departments are accustomed to using 
the old methods of administrative management to guide these enterprises, 
are not very comfortable in the role of "service worker" to them and 

are concerned over the enterprises’ ability to develop themselves after 
decentralization. Therefore they panic at the slightest pretext. For 
example, during the period of loss of macroeconomic control that occured 
a while ago, they took advantage of the situation to take back the 
authority that had already been delegated, or added "footnotes" to the 
provisions on the delegation of authority that suited their own designs 
and turned back toward the old, customary ways. 


The emergence of these fears during the course of the shift of China's 
system of economic management from direct to indirect management i3 
fairly typical. It shows that we must further change and deepen our 
understanding of the delegation of authority and the reform. 


Actually, there is no need for concern over those enterprises whose 
leadership does net know how to use its autonomy. A bird's wings will 
still function even if the bird does not fly. Practice has shown that 
too much interference has a negative effect on enterprises. But some 
people still worry over enterprises that have the capacity to develop 
themselves, because the methods used in these enterprises are never in 
accordance with the old rules and ways of doing things. In fact there 

is no cause for alarm. Experimentation shouid be permitted so long as it 
is in accordance with the state's program of reform and is not in 
violation of the low or discipline. 


People who are worried about the delegation of authority often associate 
the recent loss of macroeconomic control with decentralization and believe 
that the latter is the cause of the former, and therefore erroneously 
fonfuse the restoration of the directive system of leadership with 





strengthening management. Of course it cannot be denied that for a 
while so much aitention was being paid to stimulating the microeconomy 
that macroeconomic control was neglected. Or it could be said that 
although problems occured due to lack of experience in the use of 
economic methods to engage in macroeconomic control, these very same 
problems have helped us to further understand the orientation of tie 
ongoing reform, and should not be used as an excuse to negate the 
delegation of authority to the enterprises and other reforming measures. 


The situation is precisely like this in reality. Through a year's 
practice last year, people have come to realize that macroeconomic 
controls must be strengthened, but a return of the use of administrative 
measures must absolutely be prevented. One of the goals of macroeconomic 
control is the creation of ideal external conditions for the stimulation 
of the microeconomy and the rationalization of enterprise behavior. 

The proposal of reform programs in the fields of finance, taxation, 
price, and the utilization of economic levers has demonstrated this for 

a fact. 


At the National Confeience on Economic Work convened not long ago, some 
leading comrades again emphasized the need to genuinely implement the 
delegation of authority to enterprises and to stop interference against 
this decentralization from occurring at the various bureaucratic 
levels. They also suggested that enterprise enlivenment, particularly 
of large and medium-sized key enterprises, be listed as one of the f-- 
major projects to be tackled in this year's reform efforts. 


The information reflected in Shanghai's survey of the delegation of 
authority to the enterprises should be taken seriously by all provinces, 
cities, and sectors. Of course, it is all well and good that the 
supervisory departments should be concerned about the delegation of 
power to the enterprises, but it seems that they would do better to pay 
closer attention to adapting to the new economic situation, completing 
the favorable change in role and function, enhancing overall service 
capacity and allowing the enterprises to go ahead and develop production 
without fear, rather than being excessively concerned over authority 
that ought to be delegated to others. 


12221/12640 
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SHANGHAI INDUSTRIAL PRODUCTION DISCUSSED 
Shanghai WENHUIBAO in Chinese 27 Feb 86 p 1 
[Commertary: "Do a Good Job of Present Production Tasks"] 


[Text] This is the first year of the Seventh 5-Year Plan. There is a close 
relation between doing a good job of current production work and getting eco- 
nomic development off to a good start with the smooth implementation of the 
plan and the overall implementation of Shanghai's development strategy. 


1. Since February, due to the efforts of the vast ranks of cadres and workers, 
remarkable achievements in industrial production have been made in the city, 
but it must be noted that the plan has not been completed in a sufficiently 
ideal fashion. This problem must elicit serious attention. Faced with 
shortages of electrical power, raw materials, and capital, many difficulties 
will be encountered in the advance toward maintaining this year's sustained, 
stable increase in production. We must take full stock of the situation, 
arouse our energies, seize the present opportunity, and take strong measures 
to increase production as rapidly as possible. 


To resolve the difficulties and problems we are faced with and do a good job 
in organizing production and circulation, we must persist in giving first 
priority to the reform. Industry in Shanghai centers primarily around pro- 
cessing. The shortage of energy and raw materials has been a contradiction 
for a long time. The reform of the planning system and changes in avenues of 
circulation have caused great changes in channels of production, supply, and 
sales in industrial sectors. If we cannot adapt to the new, changed situation 
in ideology and our practical work, the shortage in energy and raw materials 
will become increasingly worse. We must adhere to the reform, seriously 
implement the principle of “consolidation, digestion, replenishment, and 
improvement," stimulate the materials market, balance surplus and deficiency, 
manage in an even fashion and fully exploit present material potential. At 
the same time, we must make good use of Shanghai's economic and techuical 
advantages and take initiative together with all provinces and cities in the 
Shanghai economic zone and other brother regions to stress integration, pro- 
mote reform, improve lateral economic relations, organize the coordination, 
balance, allocation, and transport of raw materials and tackle the construc- 
tion of several integrated development bases for natural resources so that 
there will be a steady source of raw materials supply, thereby alleviating the 








contradiction involved in the shortage of raw materials and enabling Shanghai's 
industrial development to gradually get on to the new track. 


Correctly dealing with the relationship between speed and returns is an 
important problem in increasing production. In the past few years the vast 
ranks of the cadres have greatly improved their understanding of the concept 
of economic returns, which is a good thing, but at the same time, we must 
understand that the importance of maintaining a definite rate of growth. 
When production speed is too high everything becomes overstretched, which 
really is not helpful in balancing economic relationships or in the smooth 
conducting of the overall economic reform. However, excessively slow speeds 
are detrimental to the market, exporting, and the earning of revenues. 
Demand on domestic and international markets has increased greatly this year. 
In order to expand exporting, make a good disposition of the city's market 
and improve supply nationwide, we must, based on the premise of increasing 
economic returns, maintain an appropriate rate of growth. As long as a pro- 
duct is of high quality, is in demand and sells well, earns much foreign 
exchange and withdraws currency from the aarket, we should seek to increase 
its production by any means. Faster speeds that can bring in good results 
should be encouraged and supported. 


We also must be able to distinguish between stimulating the economy and 
correcting unhealthy tendencies, several of which really existed in economic 
life for a period of time. Correcting unhealthy tendencies is an important 
condition required in advancing the construction of the two civilizations. 
However, correcting such tendencies does not mean relaxing on or giving up 

the reform, but is engaged in in order tc advance the reform and clear 
obstacles from its path to ensure the smooth conducting of both the reform 

and construction. Those who use power for personal gain should be exposed 
resolutely and dealt with, but we cannot equate mistakes that will inevitably 
occur in the process of reform due to lack of understanding and experience 
with using power for personal gain. Nor can we view normal cooperation and 
economic contacts designed by state policy to enliven the economy as unhealthy 
tendencies and oppose them. As long as something is permitted by policy and 
is beneficial to the reform, the open door, and the stimulation of the econ- 
omy, we should not be fearful and hesitant, but should proceed from the needs 
of state construction and overall benefits to be gained and energetically 

take the initiative to seriously, responsibly do a good job of it in order 

to promote the sustained development of production. Leadership sectors at all 
levels must obtain a deep understanding of reality, improve investigations and 
study and do a good job in serving the grassroots and in eliminating their 
difficulties. 


Considering the great present situation and the advantages that exist in many 
areas, these difficulties encountered in production are but problems in the 
road forward. So long as we recognize the protiems for what they are, promote 
the spirit of rousing ourselves to attain goals, rely closely on the masses, 
and make a solid attempt to resolve problems we can surely continue to improve 
production. 


12221/12795 
CSO: 4006/898 
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ECONOMIC MANAGEMENT 


ECONOMIC TIES OF SOUTHWESTERN PROVINCES 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 21 May 86 p l 


[Article by Luo Zisu [5012 5261 5685]: "Good Development Seen in Economic 
Links of Four Southwestern Provinces; Self-Reliance, Multifaceted Linkups, 
State Support, Cooperation for Revitalization; More Than 2,000 Economic and 
Technical Cooperati%n Projects Last Year"] 


[Text] In order to enhance overall coordination of and further develop 
lateral relations, the Third Conference of the Association for Economic 
Cooperation Betwe2n the Four Frovinces and Five Regions of Sichuan, Yunnan, 
Guizhou, the Guangxi Autonomous Region and Chongqing was convened on 

May 20 in Kunming. 


The association, formed with the encouragement of Hu Yaobang and Zhao Ziyang, 
was created in 1984. For the last 2 years, in order to gradually put an 

end to the restrictions of lateral and vertical divisions, eliminate 

obstacles in the way of lateral economic relations, and promote economic 

and technical integration and cooperation between provinces, cities, industries, 
and enterprises, the association has played a remarkable role. The state's 
Seventh 5-Year Plan has clearly designated the region as a first-level 

national economic zone. At this conference major strategic problems relating 

to the implementation of the Seventh 5-Year Plan in the region of mutual 

concern will be discussed. 


Basing itself onthe principle of “self-reliance, diversified contacts, 
state support, cooperation to revitalize," remarkable successes have been 
achieved in economic integration and a positive trend of development has 
emerged. In the five regions, 2,163 cooperative economic and technical 
projects were designed, of which 1,006 have already been implemented. 
These projects have promoted reform in the planning, revenues, finances, 
prices, and material supply system of the entire region. In the last 
year, various trade centers and wholesale markets have been developed 

and improved centering around the five central cities of Chengdu, Kunming, 
Guiyang, Nanning, and Chongqing via integration, and ports for commodity 
trade of all kinds have been created. Last year, at the five commodity 
trade fairs held by the five central cities, the materials coordination 
conference and the light industrial products display and sales convention, 
transactions worth 1 billion yuan were concluded. In transportation and 
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communications, direct train service has been established between Chongqing 
and Kunming, Guiyang and Nanning, Kunming and Liuzhou, and between Chengdu 
and Guangzhou. 


Some major projects were operated cooperatively in the region, such as the 
joint venture between Sichuan and Guangxi to build a project that would 
result in the annual production of 300,000 tons of synthetic ammonia and 
520,000 tons of urea; the joint venture between Guangxi and Guizhou to 
construct a coke factory with a 600,000-ton capacity; the joint venture 
between Chongqing and Guizhou to construct a project that would result in 
the annual production of 40,000 tons of pure lye; the 6 million-yuan 
investment of Liangshan of Sichuan in Yunnan to construct a lead and zinc 
mine, and so on. 


The Xinjiang Autonomous Region was officially accepted as a new member of 
the economic cooperation association at today's conference. 


12221/12899 
CSO: 4006/1053 


82 








JPRS*CEA~86 «094 
12 August 198¢ 


FINANCE AND BANKING 


REFORM OF FOREIGN EXCHANGE SYSTEM DISCUSSED 


Shanghai CAIJING YANJIU [THE STUDY OF FINANCE AND ECONOMICS] in Chinese 
No 6, 18 Dec 85 pp 6-8, 16 


[Article by Xie Shusen [6200 2885 2773 and Shen Jinchang [3088 6930 
2512]; “A Tentative Plan for Foreign Exchange System Reform"] 


[Text] China's foreign exchange system, wiich falls far short of 

meeting the needs of developing foreign economic relations and trade, must 
be reformed. To facilitate further discussion on the subject, this article 
puts forward some views on the major weaknesses of the current system and 
future reform. 


I. The Policy of "Centralized Control, Unified Trading" in China's 
Foreign Exchange 


For years, China has consistently followed a policy of "centralized control 
and unified trading" with regard to foreign exchange. The "Provisional 
Regulations of the PRC for Foreign Exchange Control," promulgated by the 
State Council in December 1980, is an expression of this policy. 


From 1949 through 1982, China's foreign exchange control and trading 

were the exclusive responsibility of the Bank of China. Following the 
restructuring of the financial system in 1983, the centralized control 

of foreign exchange and its unified trading became the functions of the 
People's Bank of China (acting as the country's central bank) and the Bank 
of China. The department in the Bank of China originally in charge of 
foreign exchange control was renamed the National Foreign Control Bureau 
and became a part of the People's Bank of China. Henceforth, foreign» 
exchange control is the responsibility of the People's Bank of China, 
while foreign exchange trading is the province of the Bank of China. 

There is a correct decision in line with the needs of economic development 
and reform and Chini's realities. 


Il. Foreign Exchange of the Present System of Foreign Retention Rate 
and Problems 


An important part of current foreign exchange control is the retention- 
rate control system. Under that system, a unit retains or keeps a 


83 





portion of the foreign exchange it has earned in accordance with a set form 
formula and turns over most of the foreign currency on hand to the state. 
The unit's share of foreign exchange earnings is converted into RMB. This 
system encourages the initiative of units that earn foreign exchange and 
ensures their economic interests because not only can they sell the foreign 
exchange they are allowed to retain in return for RMB, but they also have 
the right to the benefits of foreign currency being retained. Moreover, 
the government can pool the foreign exchange turned over and retained by 
units and use it as current exchange in a centralized way. In recent 
years, however, the gollowing shortcomings have appeared in the system 
resulting from changes in the econmic system; 


1. As China's foreign trade flourishes and its foreign exchange earnings 
from exports and foreign exchange retained rise steadily, the amount of 
foreign exchange obtained by units earning foreign exchange also keeps 
increasing. At present, this amount is at least two times the amount of 
foreign exchange it retains. The result is that an excess of RMB is being 
put into circulation by the state, which may lead to a total loss of 
control over the money supply. 


2. Units which earn foreign exchange are not necessarily the same units 
which need and use foreign exchange. In other words, units with foreign 
exchange in hand may not use it, or at least not need it urgently, while 
other units in need of foreign exchange have no access tc it. The result 
is that foreign exchange and funds are not fully made use of. 


3. Since current exchange is concentrated in the hands of the central 
government which uses it constantly, the foreign exchange reserves of 

the state are dropping and may even dip below the sum of foreign exchange 
retained by all localities and departments. Since the share of foreign 
exchange that can be retained has now been increased from 8 to 25 percent, 
the amount of foreign exchange retained is bo.nd to go up. At a time when 
the government is centralizing the use of current exchange, localities and 
departments are also doing their best to speed up the use of foreign 
exchange retained. The result is an overcommitment, a situation which will 
only get worse under the present foreign exchange retention system. 


4. Since current exchange is concentrated in the hands of the state, which 
is responsible for its centralized use and control, localities and grass- 
roots banks have no control over their foreign exchange revenues and 
expenditures and cannot raise or use their foreign exchange and funds 

as effectively or flexibly as they do regular deposits. This kind of 
overcentralization may strangle localities and grassroots banks and 
militate against unleashing their initiative and enthusiasm. 


In short, under the present foreign exchange retention system, foreign 
exchange is not fully utilized and cannot play its proper function. On 
the contrary, the existing system frustrates the nation's goal of 
managing foreign exchange well and using it imaginatively and impedes the 
implementation of its open door and economic invigoration policies. 
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Therefore, the existing foreign exchange system must be reformed urgently 
to adapt to the needs of economic reform and the developing economic 
situation. 


III. Objectives, Policies and Principles of Reforming the Foreign Exchange 
System 


We believe that the existing foreign exchange control system must be 
reformed and replaced by a new system if foreign exchange is to be managed 
well and used imaginatively and if we are to implement the open door and 
economic invigoration policies more successfully. First, we must clarify 
the objectives and policies of the reform of the fogeign exchange control 
System and the principles it should follow. 


1. The objectives of such a reform are; control foreign exchange well, use 
it imaginatively, make full use of foreign exchange and funds, increase 

the foreign exchange revenues of the central government, localities, 
departments and enterprises and help them economize on foreign exchange 
expenditures, maintain the state's foreign exchange reserves at a proper 
level and further promote foreign trade and balance China's international 
balance of payments. 


2. Policies and Principles: 


(a) Continue to adhere to the policy of “centralized control and unified 
trading." Experience shows that the policy, when China has followed 
throughout the years, is entirely correct and must, therefore, be 
continued firmly. 


(b) A clear division of labor, with each attending to his own duties. 
The People's Bank of China is a central bank at the apex of the nation's 
overall financial system. Specialized banks, local banks and all other 
financial institutions, including the Bank of China which specializes 

in foreign exchange, must subordinate themselves to its leadership. 


In 1983, the State Council ruled that as a state organ, the People's 

Bank of China should concentrate its resources on doing a good job in 
macroeconomic decisionmaking, particularly foreign exchange control 
policies, instead of offering credit services to enterprises and 
individuals. The Bank of China has a wealth of experience going back to 
more than 70 years in the banking business and foreign exchange services 
and a host of personal familiar with and engaged in foreign exchange 
operations. Moreover it has a network of branches and representative 
offices in major financial centers around the world and maintains all kinds 
of business relations with 1,185 banks, including 200 of the world's 
leading banks in 150 nations and regions. hence it is well equipped to 
centralize the state's miscellaneous foreign exchange operations and foreign 
exchange reserves. 


85 





(c) Combining centralization with decentralization to exploit the initiative 
of local grassroots banks. As a central bank, the People's Bank of China 
should decentralize power to the Bank of China and other banks and simplify 
administration. The Bank of China, for its part, should also decentralize 
power to its branch offices and other specialized banks, local grassroots 
banks, and financial institutions by permitting them to offer foreign 
exchange accounts and other services within a limited area, set up their 
own branches or offices overseas and establish agency relations with foreign 
banks. They should be allowed to engage in foreign exchange activities to 
a certain extent, which is what the Agricultural Bank, China Investment 
Bank, People's Construction Bank, Industrial and Commercial Bank, local 
grassroots banks and the China International Trust and Investment Corp. 

are doing at present. Only thus can we mobilize their initiative and 
enthusiasm for going into the foreign exchange business and rely on all 
quarters to increase the nation's foreign exchange and funds. Once 
conditions are ripe, the various localities may even attract a number of 
banks “financed by foreign, overseas Chinese, Hong Kong and Macao capital" 
and authorize them to engage in foreign exchange activities within limits. 
But a clear distinction must be drawn between "operating the state's 
foreign exchange and foreign exchange reserves in a unified way" and 
“engaging in foreign exchange activities," which are two different bundles 
of responsibilities. The former must be discharged by the Bank of China 
exclusively, while the latter can be handled by other banks and financial 
institutions. 


IV. Tentative Blueprint for a New Foreign Exchange Control System 


i. As mentioned above, the entire financial system is made up of the 
People's Bank of China, the headquarters of the Bank of China, other 
specialized banks, grassroots banks and financial institutions. 
Following is a graphic descriptions of the system of foreign exchange 
control: 





—People's Bank of China- —---. --— --- -] 


(National Foreign Exchange Control Byreau) 




















~—Bank of China (Head Office) -—--—— | 
\ / 
Construction Investment Bank | Industrial & Commer- Agricultural 
Bank cial Bank Bank 
v 
other finan- local, grassroots investment trust companies 


cial institutions opoctat ited basks): 


There must be a clear and strict division of labor between the People's 
Bank of China and the Bank of China, with each attending to its duties. 
The same is true between the Bank of China and other specialized banks, 
financial inetitutions, local and grassroots banks. But they must all 
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work together to make foreign exchange control a success, use foreign 
exchange imaginatively and increase foreign exchange income. In the foreign 
exchange control system, all other banks are subordinates to the leader- 
ship of the People's Bank of China and its National Foreign Exchange Control 
Bureau. The Bank of China assumes responsibility for the unified 

operations of the state's foreign exchange and foreign exchange reserves 

and exercises leadership over the foreign exchange activities of other 

banks (including its branches), thus fulfilling its role as the state's 
specialized bank in foreign exchange. After strengthening the People's 

Bank of China's centralized control over foreign exchange and the Bank of 
China's unified trading, the current restructuring of the foreign exchange 
control system should focus on further simplifying administration and 
decentralizing power. The aim is to invigorate local, grassroots banks 

and financial institutions by turning up the pressure on them so that they 
will be more dynamic and vital and more keen to engage in foreign exchange 
activities, increase and fully make use of foreign exchange logically. 


We believe a foreign exchange commission may be established under the State 
Council if necessary to provide leadership over the entire foreign 

exchange control system, coordinate the various branches in the financial 
system and resolve conflicts among them. 


2. Adopt a single RMB exchange rate and lower its existing exchange rate 
as appropriate. 


Beginning this year, the two rates--the official RMB exchange rate and the 
internal rate for settling accounts--have been replaced by a single 
exchange rate. This is the first step toward exchange reform and is a 
correct move. But the current basis for determining the exchange rate 
remains the "basket" of foreign currencies, the main drawback of which is 
that is largely leaves out of account the internal purchasing power of 

the RMB (i.e., the domestic price or inflation rate) compared to the 
purchasing power of relevant foreign currencies. Nor does it consider the 
ratio between the economic growth rate and output increase in China, on 
the one hand, and those in the Western nations, on the other. Iu our 
opinion, the «xchange rate between the RMB and other currencies should 
primarily be based on the ratio between our inflation rate and its foreign 
counterpart. This is because it is both partial and wrong to go by the 
market rates of foreign currencies alone. Speculative factors as well as 
prices, inflation, and economic growth rate determine foreign currency 
rates in the foreign exchange market. 


As for the exchange rate of the RMB, we believe that since the average 
costs of earning foreign exchange in China's major cities (Shanghai, 
Tianjin, and Guangzhou) are all higher than the current exchange rate, 
the RMB is overvalued. An overvalued RMB does nothing to increase 
exports, both trade and nontrade, and the income derived therefrom. At 
present, the most effective and Lasting measure to balance foreiga 
exchange revenues and expenditures is to step up commodity and labor 
exports. From this perspective, the exchange rate of the RMB is on the 
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high side and should be adjusted. Only an exchange rate adjustment can 
stimulate export trade, overseas Chinese remittances, and other nontrade 
exports and may even encourage foreign businessmen to make direct invest- 
ments. When we lower the exchange rate of the RMB, we must take into 
consideration other economic mechanisms capable of exercising economic 
leverage, particularly interest rates. Our interest rates on savings 

and loans in both RMB and foreign currentcies must match their foreign 
counterparts, othrwise we will not be able to spur the inflow of funds from 
banks and enterprises financed by foreign, overseas Chinese and Hong Kong 
and Macao capital, especia short-term foreign capital. 


3. Establish a flexible, controlled (managed) floating exchange rate and 
allow a limited foreign exchange market to regulate foreign exchange 
supply and demand. 


The present RMB exchange rate system is so rigid that it cannot meet the 
needes of the development of our external economic relations and trade and 
changes in the overseas foreign exchange market. We propose that a 
flexible, managed (controlled) floating exchange rate system be set up 
under which the National Foreign Exchange Control Bureau can adjust the 
exchange rate of RMB whenever necessary in light of the international 
financial situation and internal economic developments. Adjustments may 
be made at regular intervals or otherwise. In the medium- and long-run, 
RMB exchange rate adjustments must also take into account domestic price 
fluctuations, inflation rate, economic growth, the international balance 
of payments, and regular accounts deficits. 


To lend flexibility to the adjustment of the RMB exchange rate so that it 
can adapt to the foreign exchange supply-demand situation, we propose the 
establishment of a limited foreign exchange market under state control to 
exploit the price mechanism and the law of supply and demand and help 
exchange rate adjustments better meet the need of both the supplier and the 
buyer. To begin with, we may establish a foreign exchange market in a 
selected city on a trial basis and eventually apply the idea in other 
cities after we become experienced. The foreign exchange market may be 
called a foreign exchange. In addition, a market and foreign exchange 
commission may be established to provide leadership over foreign exchange 
activities and administration. It should consist of representatives from 
the local specialized banks needed by the Bank of China (its local branches), 
grassroots banks, and financial institutions (e.g., investment trust 
companies and insurance companies). Only banks and financial institutions 
which take part in the locelity's foreign exchange activities can trade on 
the foreign exchange. Other types of organizations, such as trading 
companies, may do so only through banks acting as their agents. 


4. Replace the existing foreign exchange retention control system with a 
current exchange cuntro) system. In other words, enterprises should be 
allowed to keep a percuntage of the foreign exchange they have earned, 
instead of turning over all current exchange (including foreign exchange 
retained) to the Bank of China as in the past. Their current exchange 
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may be shared by the localities, banks and enterprises in accordance with 
a specified formula. The main advantages of this arrangement will be: 


(a) Since exchange-earning units are required to deposit their foreign 
exchange in the banks, the latter will be able to finance their foreign 
exchange operations with those funds and in the process fulfill their role 
to use foreign exchange and funds effectively as grassroots banks. 


(b) Out of self-interest, units which earn or hold foreign exchange will 
naturally do their best to speed up the turnover of foreign exchange and 
funds and pursue optimal economic results, thereby significantly reducing 
the amount of idle toreign exchange and funds. Also, it will no longer 
be necessary to include the current exchange held by enterprises, 
localities, and grassroots banks in the government's foreign exchange 
reserves, so that the reserves will not be affected every time a unit uses 
foreign exchange. The phenomenon of the state banks and exchange-holding 
units duplicating the use of foreign exchange will also disappear. 


(c) It will help the government control the money supply in RMB because 
under the current exchange-control system what exchange-earning units 
will obtain and hold is current exchange, not the retention rate. As a 
result, the question of putting RMB into circulation does not arise. 
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BIG RISE IN PLASTICS OUTPUT EXPECTED IN NEXT 5 YEARS 
Chengde JINGJI XIAOXI in Chinese 4 Feb 86 p 1 


{Article by special correspondent Shu Zhe [2885 0772]: "Big Increase in 
Plastics Production Is Projected for the Seventh 5-Year Plan") 


[Text]. Plastic products are being used increasingly by consumers. Whereas 
the total production of plastics in China came to around 9.4 million tons 
during the Sixth %-Year Plan, it is expected to reach 15 million tons, 

an increase of almost 60 percent, during the Seventh 5-Year Plan. Changes 
in the structure of the products will also occur as the scope of usage 
expands. Five large varieties of the product are being developed at a 

rapid rate. First are plastic products for daily use. By 1990, the annual 
amount of plastics for daily use is expected to increase 30 to 35 percent 
compared to 1985, constituting some 30 percent of all plastic products. 
Plastics will be widely used for dyestuff for everyday use and various 

kinds of household electrical appliances. Second, there will be an increase 
of over 30 percent in plastic products for agricultural use, especially 
plastic film for mulching. Third, the production of plastics for packaging, 
now constituting over 20 percent of the total amount of production, will 

be further increased. Plastics for packaging various products are likely 
to become the second most important industrial product. Fourth, the use 

of plastics in engineering will increase yearly. The demund for plastics 
in communications, electrical appliances, anid communication and transporta- 
tion machinery will increase at the rate of 6 percent. It is expected 

that production in 1990 wiil exweed the amount for 1985 by around 35 percent. 
Fifth, plastic products fur construction will be rapidly developed. They 
will be used more and more for lighting, floors, wall panels, and such 
traditional construction saterials as drainage pipes, doors, windows, and 
banisters. Plastic products for daily use, production, and practical 
purposes will be developed at a rapid rate. 
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TEXTILE ASSOCIATION PROVIDES DETAILS ON SUPPLY S.“TUATION 
Chengde JINGJI XIAOXI in Chinese 7 Feb 86 p 4 


[Article by Wang Jing [3076 0079]: "The National Textile Supply Association 
Provides Details on the Textile Supply Situation"] 


[Text] The trade fair for the first half of 1986 held by the National 
Textiles Supply Association in Anyang in Henan Province came to a close 
recently. Transactions amounted to 757 million yuan, showing an increase 

of 40.4 percent compared to the same period in 1985. Among the transactions, 
pure cotton cloth showed an increase of 30.7 percent, polyester cotton cloth 
of 69.6 percent and long and medium-length fiber cloth a drop of 17.9 percent, 
while woolen fabrics remained basically stable. 


There is an obvious change in the demand for different varieties. There 

is an acute shortage of pure cotton cloth. The trade fair was not able 

to supply the full amount of such varieties in demand in the market as 
white cloth [baishi (4101 1579)], cloth for making mosquito nets and for 
wrapping bean curd, sheeting, printed serge, broad cotton crepe, velveteen, 
and sturdy woolen fabric. With the increasing supply of high-quality 
cotton fabrics in the market, there is a tendency for increased demands 

for such related varieties as white cloth, sneeting, and serge with broad 
designs. While popular varieties of polyester cotton cloth of dependable 
quality are slow to seli, the supply of sheer finespun polyester cotton 
cloth and spun cloth for young people produced in Shanghai, Qingdao, and 
Tianjin and weft-knitted long-fiber po. yester cotton fabrics, polyester 
cotton gauze and jacquard fine cloth produced in Shanghai, Zhenjiang, and 
Taizhou can hardly meet the demand. Due to the lack of new designs, the 
brief period of their popularity and the fact that certain products have 
failed to keep up with the styles of woolen fabrics, their poor quality and 
high prices, yarn-dyed medium-length fancy suiting and iting for Wentern- 
style clothing, which used to seli well, have become difficult to sell. 

The sale of dyed long and medium-length gabardine and woolen fabrics with 
faint printed stripes has, however, taken an upturn, as has the supply of 
finespun fancy suiting, gabard‘ne, and serge. There is, however, still 

an acute shortage of broad-woven embossing and snowflake woolen materials 
for making overcoats and uniforms. 
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PAPER INDUSTRY INCREASES PRODUCTION YEARLY 
Beijing ZHONGGUO QINGGONGYE BAO in Chinese 9 Feb 86 p 2 


[Article by Xin Ping [2450 1627]: "China's Paper Industry Ranks Sixth 
in the World in Paper and Cardboard Production"] 


[Text] The paper pulp and papermaking industry in China underwent 
considerable development during the Sixth 5-Year Plan. The production 

of paper and cardboard fulfilled the quota of 6 million tons 2 years ahead 
of schedule. It is expected that the production volume of paper and 
cardboard would exceed 8 million tons, showing an increase of 53 percent 
over 1980, to set the highest record since the establishment of the republic 
and to rank sixth in the world. The average annual progressive rate of 
increase is expected to reach 8.6 percent and the average annual production 
increase to 550,000 tons. 


During the last several years, the various provinces, cities, and autonomous 
regions which have achieved the average progressive rate of increase in 
excess of 10 percent include Henan, Ningxia, Hubei, Zhejiang, Nei Monggol, 
Jiangsu, Shaanxi, and Sichuan. Those which have exceeded the average 
national progressive rate of increase of 9 percent include Shandong, Hunan, 
Guangdong, Guangxi, Gansu, Qinghai, and Xinjiang. The 14 provinces which 
are expected to produce over 400,000 tons of paper and cardboards in 1985 
include Liaoning, Sichuan, and Shardong. The srovinces of Liaoning, Jiangsu, 
Zhejiang, Shandong, Henan, and Sichuan are expected to increase production 
by over 200,000 tons compared to 1980. 


One special feature marking the development of production of the papermaking 
industry is the speedier development of the units outside the light industries 
system and their annual rate of increase in the ratio of total production. 
Whereas the amount of production in 1980 came to 732,400 tons, it regis- 

tered 1,655,000 tons in 1984, showing an increase of 126 percent and an 
average progressive rate of increase of 31.2 percent compared to 1980. 

The ratio of production out of the total amount of production was increased 
from 13.7 percent in 1980 to 21.9 percent in 1984. 


The structure of the products has also shown considerable improvement with 


a sizable increase in the production of printing and wrapping paper. 
Whereas the actual amount of production of relief printing paper came to 
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some 550,000 tons in 1980, it is expected to reach 910,000 tons, showing 

an increase of over 350,000 tons and an average annual progressive rate 

of increase of 10.3 percent in 1985. The amount of production of offset 
paper has increased from some 130,000 tons in 1980 to 248,000 tons in 

1985. The rate of increase in the production of these varieties of paper 
has been more rapid than the progressive rate of increase in the production 
of paper and cardboard. A beginning has been made in the production of 
newsprint and offset paper for books and pulbications in limited quantities. 
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SHIPBUILDING INDUSTRY SETS NEW RECORD 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 15, 21 Apr 86 
p 25 


[Article by Zhong Chuan [6988 5307]: "China's Shipbuilding Industry Expands 
During Downturn in World Shipping"] 


The world shipping industry at present is in a depressed state. This has led 
to a downturn in the shipbuilding industry, yet China's shipbuilding industry, 
which has been in existence only 100 years, has expanded in the midst of the 
downturn. 


In 1985, the China Shipping Industry Co.(shortened below as China Shipping) 
completed its plans to construct ships totaling over 700,000 tons. This is an 
increase of 61.88 percent over 1984 and sets a new historical record. 

Between 1981 and 1985, this company built ships which totaled more than 2.7 
million tons. Among its ship products, the average annual increase in civil 
ships was almost 20 percent. More than 70 civil ships in the 10,000-ton-plus 
class were completed, totaling approximately 1.6 million tons. The average 
annual increase was 30 percent. During these 5 years, diesel engines with a 
total horsepower of more than 2.5 million hp have been produced. The average 
annuai increase exceeded 5 percent. Between 1981 and 1985, there was an 
increase of 17 percent in navigational instruments and equipment. During the 
5 years, seven offshore oil exploration rigs were completed. 





During the 5 years, China's ship exports entered a new period of expansion. 
Beginning in 1980, when it began to accept contracts to build ships for exprrt, 
a total of more than 120 civil ships and 3 drilling rigs have been contracted 
for. Most of the ships and rigs have already been completed. With the 
additional export of spare ship parts and equipment, the total value of the 
exports exceeds $1 billion. Construction of ships for export strengthens the 
ties between China's ship industry and the world shipbuilding industry. It 
also clearly raises the management and technical standards, as well as quality, 
of China's shipbuilding. 


Annual shipbuilding production at China Shipping almost doubled during the 
5 years, moreover, it increased steadily. There are many reasons for this 
accomplishment. 
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Economic growth has been rapid, and demand in the domestic market has been 
large. Aside from the construction of ships for export, there was a steady 
increase of orders for ships to be used domestically, which contributed to 
the expansion of the ship industry. From the 1950's, China's shipbuilding 
industry produced ships primarily for freight use. But beginning in 1979, 
China's shipbuilding industry began to shift from freight to civil. 
According to incomplete statistics, since 1979 this company has produced more 
than 1.3 million tons in ships for use by transportation departments. 


Technical standards in shipbuilding have been high, the quality has been good, 
and users have praised the ships highly. China Shipping is China's largest 
shipbuilding en erprise. It has factories and berths for building ships in 

the 10,000-ton-plus class. The company has 300,000 workers and staff. Its 
technical capacities are sophisticated and its shipbuilding equipment advanced. 
It has more than 30 scientific research institutes with advanced equipment. 
Shipbuilding technology has broken through in some critical areas. Last year, 
high-efficiency ship welding standards rose from 13 percent up to about 20 
percent. Electronic technologies already are in ship plans. There has been 
improvement in shipbuilding, in machine- and lathe-building, and in production 
management. Applications of 12 integrated-systems research projects have shown 
promising results; results from some have already been used in production. This 
provides dependable support for construction of large-scale, comprehensive 
ships. Last year, the company exported 4 ships in the 10,000-ton-plus class, 
and signed export contracts for 20 more. Each ship is built under the super- 
vision of international inspectors. The more than 20 countries and regions 
that have purchased the 10,000-ton ships have all received favorable evalua- 
tions from passengers. 





The company's main shipbuilding enterprises have invented new ship equipment 
and technology and have digested imported technology, contributing to the 
technical advance of the ship industry. Among new ship designs developed, 
last year there were technical advances made in research projects involving 
26 varieties of new kinds of ships. Some projects have had relatively good 
economic results; 35,000-ton coal freighter is economically 30 percent more 
efficient than the present type. 


The completion time in shipbuilding has steadily been shortened. When 
building ships for expert, construction follows the demands of international 
standards. After the ship is constructed, it must past through oceanic tests 
to prove that its quality is good. Domestic ship construction also strives 
to follow international standards. This not only improves quality, it also 
shortens the time involved in shipbuilding turnover. At present in China, 

the fastest time in berth for building a 20,000-ton freighter is 1 and 1/2 
months. The total period is 11 and 1/2 months, which is 3 to 4 months shorter 
than the time needed for building the same class of siips in the past. 


During the period of the Sixth 5-Year Plan, China's container shipping, cargo 
shipping, and especially ore shipping all expanded significantly. Coal 
shipping and passenger traffic along the coast also had rapid increases. 














Therefore, during this period China's fleet expanded further, adding many 
large-scale, economical cargo ships, new container ships, and passenger ships. 
During the period of the Seventh 5-Year Plan, the prospects for China's ship 
industry are excellent. The industry has a broad domestic market. In 
addition, China's ship exports still do not occupy a large place among world 
ship orders, thus there is a great potential for further expanding ship 
exports. With the additional increase in demand for offshore oil rigs and 

all kinds of auxiliary boats, this will open another important production area 
for the ship industry. 


During the Seventh 5-Year Plan, the policy for expanding China's ship industry 
is as follows: the domestic market will be primary, but exports will be 
actively promoted. Management will take many different forms. The main tasks 
are opening the domestic and export markets. In ship exports, more flexible 
methods will be used, costs will be reduced, the quality and functions of the 
ships will be improved, and more orders will be sought. While steadily 
increasing the quantity, quality, and variety of ships, much effort will be 
put into developing products other than ships and increasing the relative 
proportion of such products. 


During the Seventh 5-Year Plan, communications and shipping are key development 
priorities of the state. In water transport, the main priorities are in foreign 
trade shipping, energy shipping, and tourist transport. China plans to add 

the following ships: self-discharging coalers transports, shallow-draft, 
large-capacity cargo ships, and passenger ships for use on short-distance 
oceanic routes. The purpose of adding these kinds of ships are to reduce 

the investment needed for new coal-loading facilities at harbors, to permit 
large-capacity ships to be able to directly enter the mouth of the Chang Jiang, 
to expand direct shipments between rivers and sea, to reduce crowding at 
passenger docks, and to increase the utilization rate of deepwater berths. 


12994/12851 
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FUJIAN ACHIEVES BALANCED INDUSTRIAL GROWTH IN FIRST QUARTER 
Fuzhou FUJIAN RIBAO in Chinese 14 Apr 86 p 1 


[Article by Fujian Economic Commission's Industry Bureau: "Fujian Industry 
in Balance in First Quarter"™] 


[Text] During the first quarter of this year, Fujian's industry continued 
balanced growth, following the relatively rapid growth for the same period in 
the previous year. The total value of industrial output increased 6 percent 
over the same period last year. The quantity of primary industrial products 
increased, quality improved, costs declined, so improved economic returns were 
obtained. 


The highlights of production during the first quarter were the following: 

1. Energy supplies increased significantly. Electric power increased 23.3 
percent over the same period last year. Raw coal increased 3.6 percent. The 
increase in energy production provided excellent conditions for industrial 
production. 2. Production of raw materials and products that have been in 
short supply increased sienificantly. Caustic soda, calcium carbide, plastics, 
cement, lumber, nonferrous metals, and other items increased more than 10 per- 
cent. 3. The expansion of light industry production provided the market 

with comparatively sufficient quantities of goods. roduction of more than 

10 important light industry products increased over 10 percent. 4. Economic 
returns in industrial enterprises increased. During the first quarter in 
Fujian, production by state enterprises in the budget increased 6.3 percent, 
realizing profits that increased 10.7 percent. Treasury receipts from taxes 
and profits increased 9.3 percent. Fujian's foreign exports, primarily 
industrial products, increased 48.5 percent over the same period last year. 
The main economic indicators all exceeded the rate of growth in industrial 
production. 


Most recently, the provincial economic commission has asked that all workers 
and staff who work in industry and communications to take care in planning 
for industry and communications in the second quarter. While maintaining 
quality, producing goods that address market demand, and increasing returns, 
there should be a relatively faster growth rate. During the first half of 
the year, approximately one-half of the year's targets should be completed. 


12994/12851 
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JIANGSU FILLS OUT CONSUMER PRODUCT LINES 
Beijing RENMIN RIBAO in Chinese 26 Apr 86 p 2 


[Article by Li Qian [2621 5409]: “Jiangsu Introduces New Light Industrial 
Products"] 


[Text] Jiangsu's light industries, while introducing new products, are paying 
attention to the varying needs of consumers. They are improving both the 
variety found in markets and the living standard. Enterprises are also secur- 
ing self-autonomy more quickly. During the past 2 years, Jiangsu's light 
industry enterprises have experimentally produced 14,000 kinds of new products, 
worth 1.4 billion yuan. 


While conducting market surveys and analyzing consumer trends, Jiangsu's light 
industry departments have discovered that consumer awareness and consumption 
patterns have changed greatly, following the rise in living standards. The 
popular consumer demand is for new and original and high-quality products. 
Thus, light industry departments are asked to produce more daily-use products 
that are new, original, and of high quality. The following measures have 

been adopted by Jiangsu's light industrial enterprises: 


With the most well-known and top-quality products featured, products lines have 
been expanded and filled out completely. At present, Jiangsu's light industry 
produces 56 kinds of produces that have won gold and silver quality awards from 
the state; 252 kinds have been designated as superior products by the ministry; 
592 kinds have been designated as superior products by the province. They 

have widely promoted these famous products, and have expanded production with 
diversification and with additions that form a complete product line. The 
product line has high-quality products needed by consumers who have large 
incomes, and it also has the lesser quality products needed by consumers whose 
incomes are not as large. The Golden Lion bicycle line has men's, women's, 

and children's bicycles of varying grades, qualities, and colors. By offering 
a range in quality and price, the all needs of consumers with different 
standards can be met. 


Handicraft products have been made more practical, household articles have 
been diversified, and the scope of production of household and small commodities 
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has been expanded. Jiangsu is one of the primary producers of small commodities 
in the country. Suzhou's hardware enterprises produce some 2,000 kinds of 
diverse products which are highly regarded by consumers,” including every 

variety of knife, scissors, lock, and ruler. 


A network of retail and market news has been set up. Timely coverage of 
market trends permits enterprises to target new products. The Xuzhou Thermos 
Factory gathers market news from more than 540 points around the country, 
which regularly supply fairly accurate market information. Following the 
information that they have received, they have experimentally produced 14 
new products, which have sold well everywhere. 


Local specialities in science and technology have been used to increase the 
introductory appeal of new products. During the past 2 years, the Zhenjiang 
Plastics Industry Co. has signed agreements for technical and economic 
cooperation with the Jinling Petrochemicals Co., Shandong's Jilu Petrochemicals 
Co., Nanjing University, and other units. During 1985, it completed 20 new 
products, increasing the value of production by 4.5 million yuan and profits 

by more than 440,000 yuan. 





12994/12851 
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JPRS*CEA*806-094 
12 August 1986 


FOREIGN TRADE AND INVESTMENT 


ECONOMIC COOPERATION WITH AUSTRALIA VIEWED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 22, 2 Jun 86 pp ,-8 


[Article by Zhu Minzhi [2712 2404 0037]: "Australian Leader's Visit to China; 
Visit Strengthens Bilateral Ties"] 


[Excerpt] High on the agenda of Prime Minister Hawke's latest visit was the 
development of bilateral economic cooperation. While he was in China, there 
was a succession of favorable reports on the results of such cooperation. The 
two countries signed a comprehensive agreement on a joint venture, the Portland 
Aluminum Plant; a contract on the Jiangao Wool Spinning, Ltd., also a joint 
venture; a plan for the promotion of technical cooperation; two memorandums, 
one concerning the Generai Agreement on Taviffs and Trade, and the other on 
the control of diseases caused by a lack of iodine; and an agreement on the 
joint establishment of a wool warehouse in Nanjing. On 24 April, the 
International Wool Spinning Ccmpany, Ltd., a Chinese-Australian joint venture 
in Zhangzhou, was opened. These seven instances of cooperation in just 5 days 
testify to the big stride forward in Chinese-Australian relations. 





Chinese-American economic cooperation, limited to agriculture a few years ago, 
has now been broadened to include such new territories as iron and steel, 

wool, transport, nonferrous metals, manufacturing, light and textile industries. 
The methods of cooperation have also become increasingly diversified, including 
joint ventures, enterprises wholly owned by Australian capital, Chinese 
investments in Australia and Australian investments in China. From 1982 through 
1985, over 20 joint venture agreements were signed by Chinese and Australian 
enterprises. 


In his talks and meetings with Chinese leaders during his trip, Hawke was 
especially concerned to explore the ways and means of strengthening bilateral 
econamic relations. The Chinese side praised Australia's position on the 
world economy and North-South relations. They believed that as far as 
economic cooperation is concerned, there is much China and Australia can do to 
supply what the other lacks and make up each other's deficiencies and that the 
prospects are bright. 


100 











Bilateral trade has grown rapidly in recent years. Already China is the fifth 
largest market for Australian goods while Australia is Chira's sixth largest 
trading partner. The total value of Chinese-Australian trade reached 

$1.2 billion in 1985. 


A current concern is the longstanding trade deficit China has been running up 
with Australia. Hawke said that Australia understands China's concern about 
the deficit and the importance of increasing Chinese exports to Australia. 
The Australian Government would continue to carry out its plan to help China 
step up exports to Australia. 


12581/8309 
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JPRS-CEA-80-094 
12 August 1980 


FOREIGN TRADE AND INVESTMENT 


BRIEFS 


1986 FOREIG!: INVESTMENT IN FUJIAN--Fujian signed 33 contracts entailing for- 
eign investment in the first 4 months of this year of which 18 are joint- 
ventures using Chinese and foreign investment, 12 are Chinese/foreign contrac- 
tual joint-ventures and 3 are enterprises to be operated exclusively with for- 
eign capital. The contracts stipulate a total foreign business investment of 
U.S.$26,970,000. A rew focus in Fujian's use of foreign investment this 

year has been to increase productive items and reduce non-productive items. 


, Of the 33 contracts signed, only 2 were for non-productive items. [Excerpt) 
[Beijing GUOJ1 SHANGBAO [INTERNATIONAL BUSINESS] in Chinese 19 Jun 86 p 1] 
/6662 


EUROPEAN ECONOMIC, TECHNICAL COOPERATION--The Association for Sino/ 
European Economic and Technical Cooperation was established in Beijing on 

30 May 1986 as a non-governmental, non-profit organization and legal entity 
whose participants belong on a voluntary basis and include state organizations, 
enterprises, academic research organizations, and mass organizations. Its 
purpose is to provide a link between Chinese and European economic enter- 
prises and organizations and to advance all forms of economic and technical 
cooperation. Among those present at the first meeting were State Councillor 
Zhang Jinfu and MFERT director Zheng Tuobin. Li Ke was appointed director. 
[Excerpt] [Beijing GUOJI SHANGBAO [INTERNATIONAL BUSINESS] in Chinese 2 Jun 
86 p 1] /6662 
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JPRS-CEA-8C~094 
12 August 193C 


TRANSPORTATION 


ANHUI'S GOALS FOR TRANSPORTATION, COMMUNICATIONS GIVEN 


Hefei ANHUI RIBAO in Chinese 17 Apr 86 p l 


[Article: "Speed up Transportation Modernization. Create Conditions for 
Anhui's Soaring Economy. All-Provincia! Transportation Working Conference 

Puts Forth Objectives to Struggle for During the Seventh 5-Year Plan. Decisions 
to Accelerate Backbone Transportation Projects, Basic Installations. Focus on 
Construction of liighways, Bridges, Ports, Waterways, and Stations to Perfect 
Anhui's Communications and Transportation Structure and Layout."] 


[Text] Recently, a provincial transportation work conference put forth objec- 
tives to struyg.e for during the Seventh 5-Year Plan in the development of 
Anhui's communications and transportation undertakings. The realization of 
these objec’ives will play a large role in expediting Anhui's economic develop- 
ment. 


Since the founding of the PRC, undertakings in Anhui's communications and 
transportation have made immense gains, especially during the Sixth 5-year 

Plan when Anhui built new or transformed 8,000 kilometers of highways, dredged 
six major waterways, constructed a group of new ports and stations, thereby 
completing local transport and passenger volume planning two years ahead of 
schedule. But basic installations in Anhui's communications and transportation 
still lag far behind the needs of the national economy and social development. 


To mend some of the weak links in communications and transportation, the 
Provincial Department of Communications, while arranging planning for the 
Seventh 5-Year Plan, and proceeding from the overall strategy of Anhui's 
economic and soical development as well as from development of its northern 
and southern areas, areas along the Chang Jiang, and the construction and 
layout of the Hefei Science and Technology Center, it has decided to expedite 
construction of backbone transportation projects and basic installations, with 
major emphasis on construction of highways, bridges, ports, waterways and 
Stations. These projects must be given financial and material support so as 
to perfect the modernization of Anhui's communications and transportation 
structure and layout. 


On the subject of hichway modernization, the province will build 4,700 kilometers 
of roads; repair or upgrade 4,900 kilometers of roads; give priority to modern- 
izing two north and south highways that link up the province's territory; widen 











and repair 18 main highways that extend from Hefei to various points; con- 
tinue construction on and start construction of seven bridges: the Bangbu 
Huaihe Bridge, Fuyang Yinghe Bridge, Hangbuhe Bridge, Xinbianhe Bridge, 
Guxihe Bridge, and the Qianshan Cheshuisi Bridge. By the end of 1990, the 
total length of roads throvghout the province will have increased to 34,000 
kilometers, up from 26,988 kilometers in 1985. Graded roads will have in- 
creased to 28,000 kiJometers, up from 20,246 kilometers at present. 


During the Seventh 5-Year Plan, Anhui will dredge seven major waterways, 
making 500 kilometers of waterways more navigable, of which 248 kilometers 
will te upgraded. Emphasis will be laid on developmen* of three waterways: 

the Nanfei de on the Heyu route; the Xifei He on the Huaishen route, and the 
Peihuai He, and efforts made to complete four double passage locks at Comngyang, 
Huayang, Dasiji and Yangqiao, enabling a definite improvement in inland river 
navigation conditions. 


Regarding port and station construction, Anliwi will modernize 10 major stations 
including Wanhu, Anqing, Hefei, Chaoxiao, Lujiang Gap, Bengbu, and Huainan; 
construct 15 docks and 30 berths, bringing the new throughput capability to 20 
million tons, and remodel six inland river passenger terminals; build 13 new 
bus stations at local and municipal levels including Anging and Chaohu, and 
nine bus stations at tne county level including Jinzhai and Dangshan to pro- 
vide quality facilities for passe.gers. 


In concern with strengthening basic installation construction, it was also 
decided to add and refurbish 9,000 transport vehicles and 2,500 trailers and 
add and renovate 230,000 tons of transport ships and 2,800 passenger seats to 
Satisfy needs as freight and passenger volume rapidly increase. 


12888/12795 
CSO: 4006/1005 END 
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